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World News 


Business Summary 


Japan and 
(IS reach 


Channel 

tunnel 


FSX lighter 
agreement 


contractors 


agree deal 


The US and japan reached 

agreement for Mitsubishi 
Heavy Industries, the Japanese 
contractor, andGenexal- 
Dynaraica of the US, to build 

a new Jet fighter for Japan. 

The ann o nnewmaw* of ri jo 
FSX agreement came as US 

Defence Secretary Bichard 

Cheney arrived in Japan for 
meetings with defence officials. 
Page 18 


CONTRACTORS building the 


Channel tunnel last night 

: with Ei 


reached agreement with. Euro- 
tunnel; the prefect's owner, 
over a new management struc- 
ture. 


Kohl on the hustings 

W German Chancellor Helmut 
Kohl promised a crowd of East 
Germans a "fiouzisMng** fixture 
in a united Ger man Mnritnd 
during his first election cam- 
paign speech. Page 2 


The deal, which was due to • 
be signed late last night, . 
Should allow Eurotunnel to 

start drawing down £400m . 

<$68Qm) of temporary finance. 

frozen by the group's bankers. 

Page 18 


Hanoi rebuffs UK 

Vietnam continued to resist 
Britis h dema nds tor the fared 
repatriation of more than 
40,000 refugees in Hong Kong 
who are classified ‘non-politi- 
cal’ by the anthoril&esthere. 
Page 6 


INDIAN GOVERNMENT is 

to postpone a decision on 

resumption of flights by the 

Airbus A-32Q for at least a 
week and possibiy ccmsidere- 
My longer. 

India grounded its 14 A-320s 
because of public fears about 

their safety following the crash 

of a two-month-old Airbus in 

Bangalore last week. Page 18 


Havofl presidency 

President Vaclav Havel of 
Czechoslovakia hinted in the 

US that he might be prepared 

to stay in his post after his 
country's elections in June. 
Pfcge.4 


MARKETS: FT-SB 100-share 

index dosed another 2H1 dorm 
at 2277 B - its lowest level 
tills year - and a twoday 
decline of 484L London Stock 


FT-SE 100 Index 


Vietnamese "torture 9 

Torture and abase of human 

ri ghto r wwiain a Mop p MiH 

Vietnamese prisons and "reed- 

ucation camps" where political 
prisoners are held. Amnesty 
International b&Yk In a report 
today. Page 6 


Army takas 

The Vn gfwta wyw *lin riH««M 
entrusted ti*e iumy with main- 

taining order In the southern . 
province of Kosovo after an 
escalation of ethnic unrest. 



Janaary 


1990 


Uproar faiTafwnur 

More than 50 peopte were 
injured asstone-throwing pro- 

testers demanding JEU11 democ- 

racy dashed with. riot police 

in a running baftie around 

Taiwan's parliament. Page g 


Exchange, Page 29. Turnover 

in Tokyo's equity market fell 

to its second lowest level this 

year. Back page, Section 1L 
Lex, Page 18 




Nepal’s LfiOQ lawyers wont <& . 
strike In support off a campaign 1 
Hvni". 

which many have died. 


MINORCO, the South African- 

controlled investment group, _ 

agreed to pay 2705m cash for 

Freeport McMpRan Gold, 
which te 62 per cent owned. ■' 
b yFreqport McM nRan, tbeUS 
• ^g tmatTawnrcBS groupu-i. . 

' fUgpia ••••••• 



Aircraft near atlas 

Two passenger aircraft eper- 

ated by China’s state alrltoe 
CAAC narrowly missed eoIHd- 

; over Peking airport on Sat- 

7 , western witnesses said. 


-SDGK.ShaplBtsiiatlaiaL.tbB 
hosiery chain, asked the Com- - 
' panics Court to appoint «tmtw. 
i strato rs to give ttxe group pro-. 

section from its creditors. - 
giving it breathing space to 

organise a refinancing pack- 

age: Page 20 


US BANKS and securities 


Kenya murder hunt 

Kenyan police called in senior 
British detectives to help 
investigate the death of For- 
eign Minister Robert Ouko. 
whose badly burned body was 
found last week. 


are urging that EC 

affecting the financial services 

industry should all he inode- 
masted, at the tiww, 

en surin g fair compet iti on. 

Fage 2 


S Koreans protest . 

Opposition lawmakers walked 
out of South Korea's parlia- 
ment in protest against Presi- 
dent Rdh Tae-woo’s new alh- 
anoe, which fix* over control 

ctf the legislature. 


NATWEST pre-tax profits 
plunged to £404m ($6860) from 
£L40bn a year earli e r , althongh 
the hank's trading profit of 

£L88m was 13 per cent higher 
than last year. Page 19 


Cuba troops out 

Cuba »nd Angola announced 
they would resume from next 
Sunday the withdrawal of 


ISTANBUL is pressing ahead 
with plans to build a metre 

and a rail tunnel crossi ng of 
the Bosporus, together valued - 
at $L7hn. Page 8 


which were suspended ) 
January 25. 


Walesa backs Jewry 

Solidarity leader Lech Walesa 
said the Jewish nation had 
a moral right to Join talks dh 
German unification. 


SOUTH Korea is to change its 
method of determining its 
exchange rate, moving to a 
more market-based system, ’ 

the Ministry of Finance said. 
.Page 6 


Iran expels BBC 

Iran said lt had closed the Teh- 
ran office of. the BBC in retaUar 
tionfbr London’s “hostile atti- 

tude!* towards Iranians. . 


ZENITH Electronics said it - 
was involved in “a major dis- 
pute" with Groupe Bull of 
France aver the price to be 
paid by Bull for the US con- - 
gamer electronics concern’s 
Data Systems computer subsid- 
iary. Page 19 


Berlin doses reactor 

East Germany dosed down . . 
one of four reactors at a con- 

troversial nuclear power plant 
because of a defect in a cable. 


The US is examining ways to 

mass-breed caterpillars which 
eat the coca plant to destroy 
drug crops in Pern and Bolivia. 
Page 4 


, KOTO Seiko, leading Japanese 

* hall hA wrfwgw TH fl rm ft i rt n mr 

announced plans to invest 
£50m (J85m)to build a plant ' 
in South Yorkshire which will 
eventually employ about «J0 
people. Page9 • 

6ALLAHKR, British' s Bbddlat y 

of US tobacco group American 

Brands, bought Whyte & 
Mackay, the Scotch, wM^y 
distillfir,for£lG0m(t272m) - 
cash in a surprise late hid. 

Page IB 


UK 


By Klwan Coote and David Buchan in Dublin 


BRITAIN angoed its European 
Co mmuni ty partners yesterday 
by annrtrtrv-lTig that It WOUld 
Oft iintlaVtfflllv the voluntary 
ban on new investment in 
South Africa. 

Mr Douglas Hurd, the British 
Foreign Secretary, made the 

MUHwmMmmt flfter a 

of EC foreign ministers in Dub- 
lin which also agreed - for the 
first time - to give full back- 
ing to German unity provided 
Bonn consulted its partners at 
evexy step on the way. 

The British decision to break 


ranks caused anger among its 
European partners. Mr Gerry 
Collins, the Foreixn Minister of 
Ireland whichhnTds the EC 
presidency, said the UK move 
would cause damage and cre- 
ate a dangerous precedent for 
Individual EC states “doing 
thrir own thing." 

Mr Hurd said that govern- 
ment action to lift the 1986 vol- 
untary on new I n vestment 
in South Africa - by means of 
a parliamentary statement - 
was now only “a formality." 

He said US President George 


Bush yesterday telephoned Mrs 
Margaret Thatcher, UK Prime 
Minister, to say although 
his hands were tied by congres- 
sional legislation on sanctio n s, 
“he shares our analysis and 
supports our stand." 

The EC. foreign ministers 
also decided during a stormy 
debate to mr Editor ggndlng the 
so-called EC troika to South 
Africa shortly. The troika is 
op of pact, current Bn ^ 
fixture presidents of the council 
- in this case France, Ireland 
and Italy. It will contact all 


political elements in South 
Africa and report back to the 
Community. 

Mr Hurd said the UK Gov- 
ernment had not been against 
the troika mission. But be felt 
it would be read as “a delaying 
tactic in a fast-moving situa- 
tion." Most important, it would 
give no immediate support to 
President F.W. de Klerk who 
had talrPTi *hfc political lift* in 
his own hands" in freeing Mr 
Nelaon Mwnteh 

The other II EC states yes- 
terday decided that “re-engag- 


ing South Africa in cultural 
and scientific co-operation" 
was sufficient enco u ragement 
to President De Klerk, given 
that the state of emergency Is 
still in force » nd political pris- 
oners are still being held. Por- 
tugal gave some support to 
Britain’s case for a joint EC 
removal of the investment ban, 
but did not apparently stand 
by a UK compromise move. 

Under the compromise, Mr 
Hurd »*i«i he i*«»d offered to 
delay removing the investment 
ban if the Twelve committed 


themselves to removing their 
investment bans once the state 
of emergency was lifted. 

A further condition was that 
the EC would remove the other 
sanctions introduced in 1986 
once formal negotiations 
started between the Pretoria 
Government and the African 
National Congress. 

In 1986 the EC added three 


Continued on Page 18 
EC backs German unity. Page 
2; Monetary union begins with 
a currency board. Page 17 


Fed chief says 
recession fears 






are on decline 


By Peter Riddell in Washington and 
JUNrtole Kaletsky in New York 


THE US may have avoided the 
rtawgw of an reces- 

sion, though it still feces a risk 
of accelerating inflation, Mr 

Alan Greenspan, ntwlrmsm of 
the Federal Reserve, said yes- 
terday. 

His comments - - which 
seemed to dash any remaining 
hopes for lower interest rates 
in the near fixture, especially 
gi v en the upward preesures on 
rates ovesseas - hit stock and 
bond prices. The Dow Jones 
Industrial Average foil 38.74 to 
2£96£5. 

The tone of the Fed chair- 
man’s half-yearly statement to 
Congress about monetary pot 
icy was cautiously confident 
Following the marked slow- 
down in economic growth at 
the end of last' year, he said 
several recent indicators 
suggested that “the weakest 
pouxt may have passed.” : 

A pick-up in car sales, stabil- 
ity in capital goocte orders and 
a strong recovery in housing 
starts indicated “the begin- 
nings df a modest firming in 
economic activity,” he said. 
"While we r cannot he certain 
that we are as yet out of the 


this year and Mr Greenspan 
warned of the adverse Impact 
of the recent decline in the dol- 
lar. 

While today's consumer 
price figures for January 
would show a sizeable Jump in 
energy and food prices after 
December’s very cold spell, a 
reversal was “apparently 
under way." . 

Mr Greenspan was cautious- 
about the financial implica- 
tions of German unification. 
Lower rates, he said, were Just 
as conceivable as higher rates 
once new flows of funds began 
to materialise. 

While warning about possi- 
ble longer-term problems from 
increased corporate borrow i ng, 
he did not eocppct current diffi- 
culties. hi the high yleld/high 
risk junk bond market to cause 
any significant problems for 
toe US finanHftl system. 

The US bond market saw 
heavy selling in the wake of 
the testimony. ; 

Certain Treasury bonds were 
down almost two pcdixts at one 
stage — taking f _ 
interest rates to their 
level sinew spring last year - 



Alan Greenspan waiting to testify yesterday: his tone concerning monetary policy was cautiously 
confident, but comments to awfli a n y remaining lxyw for lower fo ta erf rates soon. 


Japanese money supply growth 


puts pressure on interest rates 


By Robert Thomson in Tokyo 


recesri^ w nr^wpo d^ . such «vi- ’hut- then recovered soust' 
deuce , watranta^ at least ^ground. The ' Treasury's 

recently issued benchmark 30- 


But Mr Greenspan said the 
US was in an area “where ft is 
very easy (for inflation) to 
start accelerating.” He said the , 
risks at present were “larger 
than we should be willing to 
tolerate." 

While most members of the 
Fed’s paHcy-makfng Open Mar- 
ket Committee and regional 
hank presidents expected infla- 
tion pressures to remain con- 
tained, only a marginal 
improvement was expected 


year kmg bond fell 1% 
to 98%, its yield ~ 
8SS per cent. 


While currency mar kets took 
the remarks in thielr stride. 
Wall Street equities were badly 
bit, not only by reeling bond 
prices but also by Tokyo's 
unexpected weakness after the 
Japanese election. Stock prices 
recovered a little, however, 
before the dose of trading. 
Details, Page 4; Markets, Sec- 
tion D 


JAPAN’S money supply in 
January grew 1L5 per cent 
from a year earlier, Increasing 
pressure for another rise in the 
nffirlal itiaymnt rate and Stir- 
ring government fears about a 
potential rise in inflation. 

Maneysuppty generally falls 
from December to January, 
and the Oil par cent growth 
from December last year Is the 
first increase over this period 
since 1976. 

The Bank of Japan yesterday 
indicated concern at the rise, 
although bank officials said 
the figure was not aabad as ft 
appeared. 

The Bank' said the jnrrnm u t 
was influenced by a significant 
shift of funds out of bonds and 
postal savings instruments, 
which are outside the money 
supply calculation, and into 


deregulated deposit accounts, 
which are. 

Bank nffirfala also Said an 
nmt»nrai five succearfve days of 
holidays at year-end and New 
Year bad resulted in a surge of 
cash in -circulation which had 
n n expectedly ^ayed in circula- 
tion. Year-on-year growth in 
cash was li£ per cent, up from 
a 10.3 per cent increase in 
December. 

The central bank has pre- 
dicted an annual m oney supply 
rate of only 9 per cent during 
the first quarter. Officials said 
that target could st Ql be met if 
there was a significant fell in 
growth during February and 
March. 

Mr Juye Araki, of the 
Nbmura Research Institute; 
wiiH the Bank of Japan is confi- 
dent that the unexpectedly 


high rate of growth in January 
is not an accurate guide to the 
actual growth rate. 

Ms fShiham S unrita of UBS 
Phillips and Drew, said that 
moeny was shifted out of 
bonds - and into deposits 
because of concern about an 
unstable bond market and 
became of a long-term expecta- 
tion of M ghw interest rates. 

The discount rate was 
increased three times last year 
to 4B5 per cent after eight 
years without an increase. 

Growth of money supply 
accelerated in December after 
several months of steady 
rterime brought on by the cen- 
tral bank’s tighter monetary 
policy. Over the last three 
months of last year, the annual 
growth rate was 10 per cent. 


Gorbachev 
spells out 
German 


unity terms 


By Mark Nicholson 

in Moscow 


PRESIDENT Mikhail 
Gorbachev insisted yesterday 
that any progress towards 
German reunification must 
take place with the prior 
endorsement of its European 
neighbours «wd Include both 
an east-west peace treaty with 
Germany and an "interna- 
tional legal act” to define the 
inviolability of post-war bor- 
ders. 

In the Soviet leader's fullest 
and most detailed remarks on 
reunification, Mr Gorbachev 
also states that it would be 
“iwadmieMhia” for reunifica- 
tion to disrupt the strategic 
haiaiMp between Nato and the 
Warsaw pact. 

Mr Gorbachev's remarks, 
contained In a lengthy inter- 
view in today’s issue of Pravda 
the Communist Party newspa- 
per, s tres s es the Soviet Union's 
historic p reference for a demi- 
litarised and neutral German 
state. Mr Gorbachev also reaf- 
firms the Soviet position that 
“the Germans should them- 
selves decide on the ways, 
forms and time-frame of their 
unification.” 

However, Mr Gorbachev 
aJih- “The unification of Ger- 
many concerns not only the 
Germans. With all respect to 
their national right to it, the 
situation «n'akgn it ^impossible 
to imagine that the Germans 
will come to terms between 
themselves and then let the 
others merely endorse deci- 
sions already made." 

Describing reunification as 
among the overriding issues in 
modern politics, the Soviet 
leader says that it must be 
accomplished both with the 
full consent of the four war- 
time allies -France, the Soviet 
Union, the US and the UK -and 
within the “general European 
process". 

Continued on Page 18 


Puerto Rico to return telephone 


company to the private sector 


By Anatote Kaletsky In New York 


PUERTO RICO plans to sell its 
state-owned telephone com- 
pany In one of the biggest pri- 
vatisations tax US history. 

T he announcement, due to 
beuxade.in the annual State at 
the Commonwealth speech 
delivered last night by Gover- 
nor Rafael Hernandez Colon, is 
expected to attract active bid- 


rilmr from talcDhonc conroanies 
around the world and to raise 
$2bn. or more. 

Proceeds of the sale of the 
Puerto Rico Telephone Com- 
pany (PRTO would be ear- 
marked for educational and 
environmental programmes, 
also due to be announced last 
•Bight. 

Uniquely «m*nmg the various 
US telephone systems, PRTC 
has been owned by the local 
government since 1974 when it 
was bought by the Common- 
wealth from HT for $165m in a 
controversial, but popular, act 
of nationalisation- ITT had 
been wldefar neenwed of ftWfog 
to invest in the improvement 
of the Puerto Rko telephone 
service:. and of abusing its. 


stressed that the 


decision to return PRTC to the 
private sector was not moti- 
vated by ideological consider- 
ations or any concerns about 
the efficiency of the present 
potato sector management The 
purpose was purely to raise a 
substantial sum of money for 
education and environemental 
spending: 

During the 16 years of gov- 
ernment control, the island’s 
tele pho ne bus biess has grown 
rapidly and been transformed 
into a highly profitable busi- 
ness. Technologically, the sys- 
tem is an extremely advanced 
one, incorporating almost 100 
per cent di gita l switc hing. 

However, in terms of market 
penetration, it remains com- 
paratively underdeveloped by 
US standards. In Puerto Rico 
there are only 28 access lines 
per 100 people, compared with 
a US average of 41 fines. 

Under the plan put forward 
yesterday, PRTC would be 
offered for sale to qualified bid- 
ders by Goldman Sachs, the 
Government’s investment 
advisers. On the basis of recent 
stockmarket valuations and 
private transactions in the US 


telephone industry, the com- 
pany would be worth at least 
$2bn. according to the invest-. 

imfwt 

These proceeds would then 
be turned over to two newly 
established trust funds for edu- 
cation and the environment. 
The government-appointed 
trustees would invest the funds 
and spend the Income on sup- 
porting innovative educational 
’End fflYi mi r mery 
tal improvements. 

The Commonwealth of 
Puerto Rico has an unusual 
sta t us in the US constitutional 
system. It enjoys the same 
autonomy as other states in 
running Its internal affairs, 
although it does, not have the 
same rights as other states at 
the federal level 

like other state gov er nors, 
Mr Hernandez Colon is elected 
for a four-year term and he 
works alongside a bicameral 
legislative assembly. The 
state’s politics are heavily 
dominated by the Democratic 
Party and legislative approval 
of the Governor's proposals for 
privatisation proposals is 
almost egrtwfw. 
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EUROPEAN NEWS 


EG gives backing to German unity 


By Kteran Cooke and David Buchan in Dublin 


WEST Germany’s European Community 
partners gave unanimous support to Ger- 
man unity for the first time yesterday 
after Bonn promised to consult them at 
every step on the way. 

At a meeting of EC foreign ministers in 
Dublin, Mr Hans-Dietrich Genscher, the 
West German Foreign Minister, said his 
EC colleagues and the four Second World 
War Allied powers would be kept fully 
informed. “Nothing will take place behind 
their backs.” Quoting the German author 
Thomas Mann, Mr Genscher said his aim 
was “a European Germany, not a German 
Europe". 

Ministers of the Twelve also stressed 
again the “fundamental role” of the agna- 
tion Conference on Security and Co-opera- 
tion in Europe as the future political 
framework for the whole of Europe and 
called for a meeting by mid-year to pre- 
pare for an autumn summit of the 35. 


Bonn's emphasis so far had been an 
fining up the economic, legal and social 
systems of the two Germanys. But Mr 
Genscher also recognised there were con- 
cerns both in the West and in Poland 
about the external defence and security 
aspects of unification. Warsaw clearly 
needed a specific reassurance about the 
farmer German lands within its borders. 

Mr Douglas Hurd, the British Foreign 
Secretary, toned down the recent, strong- 
ly-voiced concern of Mrs Margaret 
Thatcher, the UK Prime Minister, about 
the pace of German unity. He said Britain 
was glad to be able to support the process 
as well as the principle of German unity, 
but added tbat its effects on frontiers and 
on Bonn's membership of Nato and the EC 
needed further dtecussston. 

In advance of the special aummft on 
German unification in Dublin in late 
April, Mr Hurd called for a European 


Commission stndy on how East Germany 
could be absorbed into the EC. Mr Jacgnes 
Defers, the Commission president, said 
that Brussels would prepare studies by 
April - one on the effects of German 
monetary and political unity on Comma* 
.ntty polities, and the other on EC ties, 
with the rest of east Europe. 

ffliuy last a n t H um 's breaching of the 
Bolin Wall, complaints have surfaced at 
successive EC meethgs about Bonn’s cav- 
alier rush towards ratification. But yester- 
day there was a rallying around the for- 
mula reached last week in Ottawa far the 
four big powers to take part in the merger 
talks, provided Bonn kept everyone 

briefed. 

Mr ciflwH hi mehaeM s, t h e F»r- 
eign Minister of Italy, which is not one of 
tiie big four, said “a united Germany 
would be a guarantee of stability and' 
peace in Europe.” 


Two Germanys tackle one environment 

The air needs to be cleared on way to unity, writes David Goodhart 


T HE EAST German revo- 
lution was perhaps the 
first in history in which 
about industrial 
pollution played an Important 
role. 

The stifling pall of pollution 
over the southern industrial 
belt - Halle, Bitterfeld, 
Leipzig, Dresden - was one 
cause of that region’s angrier 
voice and vanguard role in the 
overthrow of the communist 
regime, says Mr Peter Dleder- 
ich, the country’s provisional 
environment minister. 

In the run-up to German uni- 
fication the environment is 
again setting the tone. In no 
other field has East Germany 
so completely abandoned the 
pretence of independence from 
its West German neighbour. 

Advisers to Mr Klaus TQpfer, 
the West German environment 
minister, say that East Ger- 
many Is preparing to copy 
most of Bonn's key environ- 
ment laws. In return Bonn will 
pick up the bill for part of the 
clean-up, even before formal 
unification. 

When last week Mr TQpfer 
demanded the closure of two of 
the four Soviet-designed 
nuclear reactors at East Ger- 
many’s Greifswald plant 
because they did not come up 
to West German safety stan- 
dards the East German author- 
ities (fid what they were told 
without hesitation. Only in the 
field of waste dumping, where 
East Germany has decided it 
does not wish to continue act- 
ing as West Germany’s dust- 
bin, is there any trace of “eco- 
nationalism”. 

The sketchy data about East 
Germany’s pollution problem, 
and the energy policies which 
have contributed to a large 



ROAD TO UNITY 

part of it, is a statistical cham- 
ber of horrors. 

More than 70 per cent of the 
country’s primary energy con- 
sumption and more than 80 per 
cent of its electricity comes 
from burning highly-polluting 
brown coal (lignite). In 1988 
East Germany consumed 3lQm 
tonnes of it - mo^e than any 
other country. 

With the exception of 
Rumelsburg in East Berlin, 
none of the 15 brown coal 
stations is fitted with 
imisatian plants — now 
In West Germany 
is one reason air pol- 
lution is reckoned to be five 
times worse than it is in West 
Germany. 

According to official statis- 
tics, 5.6m tonnes of sulphur 
dioxide were released in 1968, 
about half from the southern- 
based power stations and half 
from private households and 
industry. A recent West Ger- 
man report claims, however, 
that the figure is 4.1m tonnes 
from power stations alone. A 
single station at Cottbus is said 
to produce more than Norway 


East German onened 

monetary union talks with 
their West German counter- 
parts yesterday and ag r eed 
speedy results were needed. 
Mr Walter Romberg, 

fha Barf German Halpgatinn 

said he hoped the first con- 
crete steps would be taken 
-very soon”. Lack of confi- 
dence in tiie curr ency was an 
important reason for the 
departure of more than 
90,000 East Germans to tiie 
west this year. But tiie social 
security system for East Ger- 
mans should not be curbed. 

and Denmark together each 



Mining brown coal has dam- 
aged the East German country- 
side and uncontrolled burning 
of it has almost certainly dam- 
aged public tn Haifa 

life expectancy is thought to be 
six years less than the national 
average. 

- Brown coal is not the only 
mipr ft East Germany ***» a' 
highly-polluting chemical 
industry. Carbide production is 
especially dirty, the chemi- 
cal industry has been flurnpfap 
about 27m tonnes of mercur y 
into the Elbe eve ry year com- 
pared with about 3m tonnes 
that West German industry 
deposits in the Rhine. Nearly 
70 per cent of all rivers need 
cleaning and 54 per cent of for- 
ests are damaged, even accord- 
ing to official figures. ‘ 

Energy saving will be at the 
centre of East Germany's new 
"energy and environment 
plan" due to be published in 
April and costed at HXJbn East 
German Marks. The plan is to 
reduce brown coal consump-. 
titan by more than a third to 


200m tonnes a year by the year 
. 2000, to dose the older brown 
coal power stations and to 
equip those remaining with 
technology at an 
aa Mm a te d cost Of 30fan Marini. 
Artificially low energy prices 
will also have to go. 

• . A start is already, being 
made. Brown coal burning is. 
e xpe cted to drop below 300m 

tnnww this year, and Mr Djfid- 

erich has already announced 
the closure of some of the most 
polluting chemical works in 
the Bf H a Hteiii area — which is 
expected to put 10^)00 people 
out of work this year. Spending 
on environmental protec- 
tion - only 0.4 per cent of 
gross Tiatimmi product in East 
Germany compared with 1.1 
per cent in West Ger- 
many - will this year rise 
500m Marks to L6bn Marks. 

The biggest unknown is 
whether East Germany will 
plunge fleecer fa*n dam but 
unpopular nuclear power. 
Before the reactor closures last 
week, about 10 per cent of the 
country’s electricity needs 
came from the Greifswald 
nuclear plant The nuclear 
.lobby, wen-entrenched in- the 
industry ministry and with 
friends across the inner-Ger- 
man border, wants to press an 
with -the pUw« to bund four 
more reactors at Greifswald 
(one is nearly completed), 
three at Stendal (the first of 
winch- might be ready by 1995, 
20 years after work began), and 
poesfUy erect a new nuclear 
plant in the Lrfpgig area. 

On Monday, the caretaker 
government headed by Mr 
Hans Modrow proposed that 
existing rmdear energy output 
be doubled with the help of 
western technology. - 


Kohl enters 
E German 
election 
campaign 

By David Marsh in Erfurt. 
East Germany 

CHANCELLOR Helmut . Kohl 
last night promised a vast 
crowd of East Germans a 
“flourishing” fixture in a united 
German fatherland. He 
warned, however, that tiie gov- 
ernment tafrfrig over in East 
Berlin after elections on March 
18 would need to bring in 
speedy market reforms to 
restructure the economy. 

Making his first appearance 
in tiie poll Campaign, Mr Kohl 
said unity was “tangibly 
dose". To roars of approval, he 
proclaimed: “We want to shape 
the future together, as one peo- 
ple, aa Gennans.” 

He told an audience of well 
over 100,000 packed into the 
cathedral square that planned 

oortnnmip and -currency nninn 

would be backed up by social 
measures to protect living 
standards. 

In a dear attempt to defuse 
fears of rising prices and 
unemployment, Mr Kohl prom- 
ised to protect the interests of 
savers, to secure pensions and 
to set up a modem unempfoy- 
ment scheme. 

He avoided any fresh under- 
takings on monetary union, 
pointing oat that talks between 
officials had got nndgr way in 
East Tterftn only yesterday. 

Mr Kohl delivered a rebuff to 
Mr Hans Modrow’s Govern- 
ment, which last week asked 
for DMISra (£535bn) In “stabil- 
ity funds”. He said: “I am not 
ready to invest hflTtnns in this 
system if the amo unts do not 
go to the good of the people.” 

The Chancellor, who was 
s u pport i ng the electoral alli- 
ance of three conservative East 
German groupings, said his 
meeting with more than 50 
West German industry and 
unio n representatives in Bonn 
yesterday bad produced a posi- 
tive response on fee East Ger- 
man economy. “If the frame- 
work ami legislation are right, 
not just hundreds but thou- 
sands of companies will be 
ready to come here from the 
Federal Republic to invest.” 

Monetary union eouid come 
very quickly. But be listed 
detailed prea ri ptkms for nec- 
essary reforms, wim- 

merdal freedom, full property 
rights, free competition and 
liberalisation of foreign trade. 

His' speech was punctuated 
by nhante of “Helmut, Helmut” 
and he was. mobbed when be 
arrived. However, the tone of 
the gathering " was tea* 
euphoric tiara in Dresden two 
mouths ago. 


Brussels proposes 
common minimum 


corporation tax 


By David Buchan 

BRUSSELS is gearing up for 
anoriipr assault on. tax — the 
equivalent in E urop ean 
Community terms of trying to 
riimb the north face of the 
Eiger. • _ 

Next month, EC states wfll 
receive a* formal 
communication from the 
Commission, urging them to 
remove all tax barriers and 
disincentives to cross-border 
mergers and suggesting : a 
rr irnmnn minimum corporation 
tax to stem further competitive 
tax-cutting among the Twelve, 
Mrs Christians Scrivener, the 
EC Tax Commissioner, said 
yesterday. 

Brussels' recent fiscal focus 
has, wife the 1992 programme, 
been to try to bring indirect 
t»xeti Hkft VAT more into fine. 
Its proposals to harmonise 
direct tax rates on companies 
are a decade out of date, since 
the UK and many other 
governments cut rates hi the 
1980s. 

Mrs Scrivener said she was 
attracted by the Dutch 
Government's idea tor patting 
a floor under EC corp or ate tax. 
rates. - : ’ 

“It is dear that we are going 
to have competition between 
states to cut rates, causing 
some governments budgetary 
problems.” - 

The idea would have to be 
negotiated - with non-EC 
countries. In what was hardly 
an encouraging parallel, Mrs 
Scrivener likened the 
minimum corporate tax to her 
ilMhted proposal last year for a 

Tnlnimnm taX-at-SOUXCe . On 


individuals*" investment 
income. 

For nearly 20 years, EC 
finance ministers have foiled 
to take action on three 
Commission proposals. These 
are aimed at eliminating 
double taxation of dividends 
pp jii from subsidiaries in one 
EC state to parent companies 
in another, creating 
compulsory arbitration , in 
transfer pricing disputes 
between EC states, and at 

deferred- on the assets of a 
company being taken over in a 
cross-border acquisition. 

If the naxt r couple of months 
saw no move ' on these 
proposals, crucial to tiie single 
EC market, -then the 
Commission would take the 
matter to Dublin summit 
in June, Mrs Scrivener warned. 

She has becn criUdsed, most 
recently last week by her 
fellow French liberal, 
ex-President Valery Glscard 
d’Esfcdng, fixe bring ineffectual. 
But she is burdened by the feet 
feat all tax proposals require 
un animi t y among fee Twelve, 
a problem currently Illustrated 
by Luxembourg's 

successful solo opposition to 
greater co-operation between 
tax authorities. - 

At yesterday's press briefing, 
Mrs Scrivener suggested that 
in the forthcoming revision of 
the-EC treaty — occasioned by 
the monetary anion debate 
- all tax proposals related to 
the single market should be 
subject to majority, not 
unanimous, vote. . 


World Bank chief lauds 
Polish economy measures 

By Christopher BoMntid in Warsaw 


THE PRESIDENT of fee Wurid 
B ypit, Mr Barber- Conable, 
arrived in Poland yesterday to 
rign an agreement on invest- 
ment i worth 9800m and 
praised the Government for 
•*the courageous way it has 
^gone about stabilising the 
c ountr y’s economy." 

The investment loans are 
aimed at the development of 
Poland’s Industrial and form 
export sectors. 

The World Bank has said it 
envisages loans worth |2£bn 
to Found over fee next three 
years, which, according to. Mr 
Conable, “is not unusually 
large for a country of Poland's 


Kfaft and problems”. 

Talks are ' - continuing 
between the World Bank 
and the Poles on loans for 
environmental ' protection 
worth $15m , communications 
worth 9100m, and transport; 
worth glSQm. • 

The programme - also 
includes a 3250m loan fee fee 
energy sector and'gZOOm for.an 
industrial restructuring pro- 
gramme. 

The Poles have also asked 
for a 9500m stru ctural adjust- 
meat loan. . 920Qte more than 
the World Bank is at "the 
moment willing to consider far 
such a loan.. ■>/--- ... 


US groups 
‘seek fair 
treatment 

from EC’ 

Bf OavU Laucoll*#, 

Banking Editor 

US BANKS and se curit ies 
houses operating in Euro pe ar e 
urging that European Commu- 
nity directives affecting the 
financial services industry 
should aQ be implemented at 
the same ti*™ to ensure fair 

competition. ...... 

la a statement published by 
the American - Chamber of 
Commerce in London, 18 lea d- 
ing US institutions express 
concern about delays in. Brus- 
sels in formulating promised, 
directives for' the investment 
sendees Industry. By con trast, 
they note, the main directive 
affecting banks has already 
been agreed. ' 

They are worried that banks 
win obtain the “single pass- 
port”- to a unified market 
before investment institutions. 
Although this Would be of little 
concern to countries, which 
operate universal ba nkin g 
it implications far 

institutions from the US, 
where there are strict legal dis- 
tinctions between banking and 
investment. m 

“The- importance of .the exis- 
tence and operation of such dif- 
fering Institutions - to such 
member states should net be 
under estimated," they say. 

The American Chamber is 
proposing that investment ser- 
vices directives be imple- 
mented on the same date as 
the banking directive, that is, 
January 1 1993. It wants to 
ensure feat banka and invest- 
ment firms receive the single 
passport at the same time, and 
tbat capital adequacy arrange- 
ments for the securities activi- 
ties of banks and securities 
houses be harmonised. 

About 60 US banka and 35 
US securities houses are active 
in the EC. The Chamber state- 
ment’s signatories include 
hanks such as Citibank. Chase 
Manhattan and Morgan Guar- 
anty, and securities houses Bke 
Merrill Lynch, Salomon 
Brothers and Goldman Sachs. 


Army sent to Kosovo 

Police killed an ethnic 
Albanian demonstrator in 
Yugoslavia's southern province 
of Kosovo yesterday as the 
c ountr y ’ s leaders ordered the 
army to quell unrest there. 
Renter reports. The state presi- 
dency decided. army troops 
could be used for fee first time 
fo crush unrest and jmeyani 
violence in some dreqm' 

atena**. 



Mahorishi Offers to Every Government 

ALLIANCE WITH NATURE’S GOVERNMENT 

through Maharishi’s Vedic Science and Technology 

TO CREATE HEAVEN ON EARTH 

Application of the Unified Field of Natural Law to Raise Every Area of Life to Perfection 


p . 

: ■ 
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His Holiness Mahorishi Mahesh Yogi 


H 


ere is a very beautiful, unique, and 

unprecedented opportunity for 
every head of state. / invite the lead- 
ers of the world to examine this offer of alli- 
ance with natural law in the light of die latest 
discoveries of modem physics— the discovery 
of the unified field of natural law. It is very 
easy for anyone with the slightest intelligence 
to understand that if the unified field of all the 
laws of nature could be accessible to anyone, 
nothing would be impossible for him. Through 
my Vedic Science and Technology— the science 
and technology cf the unified field — any gov- 
ernment leader can have easy access to the uni- 
fied field and raise the administration cf his 
government to be in perfect alliance with the 
administration of nature's government 

— Mjheishi 

Rise of Freedom 

The world is in the midst of a dramat ic trans- 
formation from enmity to fri e nds h ip- Hope and 
freedom are dawning in many countries; there 
is an upsurge erf joyfulness everywhere. 

This transition from fear and suffering to 
happiness and peace has resulted from the rise 
of coherence in world consciousness — the 
Maharishi Effect— created by millions of peo- 
ple practising the p rogra mm es of Maharisht’s 
Vedic Science and Technology — the Transcen- 
dental Meditation and TM-SLdhi programmes. 

‘The World Is My Family’ 

The main concern of government leaders has 
always been to safeguard their own boundaries. 
Now this national patriotism is expanding to 
become global patriotism. People everywhere 
are beginning to feel. ‘The worid is my family’. 

Unified Field of Natural Law 

At the basis of this rising positivity Is the 
eutivenmeut of the unified field of natural law 
in worid consciousness. 

Through quantum field theories, modem 
science has come to understand that all the laws 
of nature responsible for conducting all the ac- 
tivity in creation emerge from one bask unified 
field. From tbe unified Grid, nature governs die 
universe in perfect order, and always in an evo- 
lutionary direction. 


Today, every go ve rnment can have easy 
access to die unified field. By establishing a 
coherence-creating group of experts in 
Maharishi’s Vedic Science and Technology as 
an inseparable part of its ad m ini s tr a tion, any 
government can make an alliance with the 
gove rnment of nature. 

Handling the Whole 
National Consdousness 
Tbe basic problem facing g o vernm e n ts is 
how to successfully integrate tiie innumerable 
Deads and tendencies in society. Only by creat- 
ing coherence in tbe collective consc io usness 
of tbe nation cm a gover nm ent hope to satisfy 
til Its people. Since the collective conscious- 
ness of die nation is the prime mover of the 
government it is vital for the successful admin- 
istration of society that every government 
create an integrated national consdousness. 

Group practice of M aharisfai’s Transcendental 
Meditation and TM-Sidhi programme enlivens 
(he unified field and automatically increases co- 
herence in collective consciousness. A fully 
integr at ed national consciousness enjoys alli- 
ance wife fee unified field. This brings fee full 
: support of the nourishing, evolutionary power of 
natural law to ftilfi 1 tiie desires of everyone. 

Life in Accord with Natural Law 
Any negative trends arising in society come 
from violation of the laws of nature. When peo- 
ple violate natural law they create stress, sick- 
ness, and suffering for themselves raid others. 

The continual build-up of stress in collective 
consciousness breaks act in came, conflicts, 
terrorism, and nat ur al disasters. Through 
Mabarishi’s Science and Technology of fee 
Unified Field, governments can now educate 
feesr Athens to think and act spontaneously 
from the level of fee unified fi£d and thereby 
avert aS negativity for both fee hxfividnal and 
society. 

Scientifically Validated Benefits 
The effectiveness of Mabariahi’s ratified 
fidd-based a p pr o ac h has been documented by 
mare fetra 430 scientific research studies, con- 
ducted at over 160 research institutions in 27 
comitrics. 

This research has shown fear even fee square 
root of one percent of a population practising 
Maharishi’s Transcendental Meditation and 
TM-Sidhi programme together hi one place is 
diffident to dramatically reduce negative 

trends such as conflict, crime, and sickness and 


strengthen positive, evolutionary treads 
throughout society. 

Scientific research has further shown feat 
Maharishi Ayur^Ved — the science of perfect 
health — offers the possibility of creating a 
disease-free society in every country. Already, 
programmes of Maharishi Aynr-Ved and 
Transcendental Medi t ati on are being intro- 
duced in many countries, including fee USSR, 
Hungary, and Poland. 

Creating Heaven on Earth 

Wife this scientifically validated knowledge, 
it is no longer necessary for any individual or 
any nation to conti n ue living with problems 
and suffering. Every government can new raise 
every area of national life to perfection through 
Maharishi’s Master Plan to Create Heaven on 
Earth, which utilizes Maharishi's Vedic 
Science and Technology to apply fee unified 
field of natural law for fee glorification of all 
aspects of life— inner and outer (see chart). 

Natural Law and National Law 

Nations have always been administered by 
man-made law. Now fee technology is 
available to use fee skilled hand of nature to 
administer society. Any government, irrespec- 
tive of its political raid economic system or fee 
cul t u ra l and religions values prevailing in fee 
.country, will be perfect when fee society is 
governed by national law raid natural law both 
simultaneously. 

The technology for perfect government — 
unified field-based administration — is to 
establish a coherence-creating group in fee 

country which wfll enliven fee unified field in , 
national consciousness and thereby enable fee 
government to govern with fee same silent per- 
fection wife winch fee go v ern ment of nature 
governs the universe. 

Through Maharishi’s programmes to create 
Heaven On Earth, g ove r n men ts can now create 
peace, p rosp eri ty, and fulfilling' progress in tbe . 
life of their nation, and a sup r e m e quality of 
life — Heaven on Earth — for the whole world 
family. 


Governments are invited to contact: 

Maharhiu World Capital 
of tbe Age of Enlightenment 
Maharishi Nagar 
291 384, UP, India 


maharishi’s Master Plan to create 

HEAVEN ON EARTH 

Reconstruction of the Whole World 


INNER 


OUTER 


GLORIFICATION OF INNER LIFE 

• Development of higher states of consciousness 

• Blossoming of noble qualities and bliss •* 

• Gaining support of nature from within— ha pp in es s , 
peace, and fulfilling p r ogress through; ’ 

MAHARISHI’S 

TRANSCENDENTAL MEDITATION 
and TM-SIDHI PROGRAMME 
the Practical Aspects of - 

MAHARISHI’S 
VEDIC SCIENCE 

which develops ail the seven states of consciousness 
in the individual, and develops a perfect man wife fee 
ability to enqitoy natural law to wade for him and 
achieve anything he wants. 

The seven stares of consciousness are; 

• Waking— Jagrat Chetna 
9 Dreaming — Swapn Chema 
9 Sleeping — Sushupti Chetna 

9 Transcendental Consciousness— Turya Chetna 
9 Cosmic Conscious ne ss — Turyateet Chetna 
9 God Consciousness— Stagavof Chetna 
9 Unity Consciousness — Srahmi Chema — 
awakening of die pure nature of consciousness to 
its own self-referral reality — the ratified reality of 
the diversified universe— -which renders individual 
life to be a lively field erf alt possib ilitie s — infinite 
organizing power erf the unified field of natural law 
spontaneously upholding indxviduai life. 


GLORIFICATION OF OUTER LIFE > 

• Building Ideal Villages, Towns, and Cities, based on Maharishi 
. Sth a p aty a Ved— the science of building in "accord wife natural 
law-— to create a beautiful and healthy environment free of pollution, 
noise, and stress so that everyone feels: ‘lam living in Heaven’; 

> Creating. Global Green Revotation— fanning all fee unformed: 
lands, in .tbe world using the scientific principles of MahartsM Vedic 
Farming to produce naturally grown, healthy food to achieve food 
self-suffiaeacy in every country; — 

Achievatg global ceariieafimt. of poverty and achieving economic 
self-sufficiency m every nation through MaharishTs programmes to 
develop agriculture, forestry, mining, and industry in eveiy country; 
i ReaBztug Global Rural Development and . Urban Renewal— 
providing better living condmons for an integrated Hfe of the rich 
and poor throughout fee world; 

1 Achieving economic /balance in the world family throw* 
Maharishi Oobal Trading; ;l • -“T 7 . T"**. 

Achieving Ideal education through Maharishi’s Vedic Scjcwce. 
which ofiera the fruit of all knowledge to every one — life free from'’ 
mistakes and suffering; 

Achieving perfect health for everyone and every aatkmferixigh 
preventioranented Maharishi Ayur-Ved; , . 

Achieving coherence^ harmony, and balance in nature for 
. everyone and every nation throu^i MaharUM GandBiarv Ved; ' 
Achieving in rinefirfe defence for every nation through Maharishi 
Dhahur Ved, which will disallow the bufe of an enemy, " 1 
Achieving perfect gov ernmen t in every country modeled on 
datura’s government, .whkfc sHdndy governs through natural Taw 
from fee ratified level of all fee' laws of nature— the common basis of 
all creation, the unseen prime-mover of life eternally fufly awake 
wititin itself and available to everyone on the level of one’s own 
self-referral ccrasdouspesa— transoftidentid cooscjo tisn es s; ... 
Achieving the rise of* supremely nourishing power in the world, 
which will unrestrictedly uphold fee power of evolution in nature, 
eliminating all destructive tendencies and negative trends in the 
worid. 

As a result, every nation will lovingly own every ofes onion, and all 
nations together will nourish every ■ jumoa — everyone and every 
nation in fee wodcfwiU eqjoy Heaven on Earth. ■ 


This is a summary of the L500 page book, MaharishTs Master Plan to Create Heaven on Earth 
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Mounting violence undermines Romania’s political parties 


Greeks win 


By Judy Dwnpwy In Bucharest 








THE CAMPAIGN for the 
Romanian elections on May 20 
has begun against a back* 

rap- 
idly eroding the authority of 
all the leading political parties. 

The ruling National Salva- 
tion Frost, which was -brought 
to power in the De cemb er revo- 
lution, still believes it can win 
in spite of the demonstrations, 
many of which are being 
manipulated either by It or by 
the oppositi on National Peas- 
ants Party. But scepticism is. 
mounting among sections of 


the population who feel the 
revolution has lost direction. 
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revolution has lost direction. 

This disillusion first emerged 

on January 28 when angry 
anti-Front demonstrators, 
organised by the .National 
Peasants Party, marched on 
the government building 
the Front decided to stand in 
the elections. The following 
day. pro-Front miners ran- 
sacked the headquarters of the 


NPP and the National Liberal 
Party (NLP) in the first act of 
violence since the revolution. 

Similar scenes were repeated 
last Sunday. Scenes of people 
suddenly emerged from a 
peaceful and good-natured 
demonstration outside the gov- 
ernment headquarters and 
steamed the building. 

Nobody knows what sparked 
this second burst of violence. 
Some Romanians point the An- 
ger at the pro-Front Govern- 
ment which is desperately try- 
ing to regain the initiative 
after weeks of Indecision. The 
Front, without naming names, 
accuses “paid hooligans”. Curi- 
ously the army received no 
orders to break it up. . 

The following night, pro- 
Front miners travelled to 
Bucharest in their thousands 
mnrni though Mr Inn IHwmi. ttin 
Interim President. . had 
appealed to them not to come. 
They received maximum televi- 
sion time and were addressed 


by Mr HiesctL Cynical Roma- 
nians say the Front’s ability to 
can on its supporters recalls 
-the-Ceansescu days. - - - 

The question now is where 
all these demonstrations are 
leadtng. They form a symbolic 
backdrop to the election cam- 
paign In which the con- 
tenders are the NPP, the NIP 
and the Front. . 

The last named is doing 
everything in its power to dis- 
credit the NPP. Us main trump 
card Is the economy. Mr Dan 
Iosif, a member of the Front’s 
political party, yesterday ran 
rough-shod over the NPP's pol- 
icies. “We do not rule out tak- 
ing foreign credits, but we win 
never agree with the idea of 
monopolistic capitalism. We 
will not sen factories to private 
persons.” 

Such words -fall on fertile 

S ound among workers who 
ir that privatisation will lead 
to high unemployment. "The 
workers must have a guaran- 


tee by the state that they will 
not be unemployed." said Mr 
Iosif. Such views gave the 
Front 56 per cent of the votes 
In a recent ooinion ooD. 

But Mr SMu Brucan, who 
advises the Front, yesterday 
denied that it shied from tak- 
ing unpopular measures which 
would affect the workers. “Sev- 
eral unpr ofitable factories have 
already been closed." 

The NPP is suspicious about 
what it regards as the Front's 
Socialist policies, ft wants pri- 
vatisationwhleh. In its view, 
would lead to the dismantling 
of the bureaucracy and Com- 
munist managers. 

Despite these sharply con- 
trasting views, some signs of 
fragile agreement are begin- 
ning to emerge about the need 
for stability and social peace. 
Without this, it will be difficult 
to press ahead with the elec- 
tions and economic reforms 
which would mark the first 
phase in reconstruction. 


extra wage 
increases 


By Kerin Hope in Athens 







President Iliescu urged these miners not to demonstrate for the Front in Bucharest. But they did, 
received maximum television coverage and were addressed by him 


OECD concern over 
Norwegian recovery 


By Robert Taylor in Stockholm 


Andreotti’s coalition starts to look wobbly 

I T IS now an open question in Rome ‘ openly in revolt against a party 

as to whether Italy's main t ' « - t « - leadership which it says is too 

governing parties will be able to Thft imheaVfll in thfi IXimmiiniSf nartv subservient to Mr CraxL 
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NORWAY, must ti ghten its 
fiscal policies anj improve the 
productivity of its mafailMd 
economy to reduce its over-de- 
pendence on North Sea oil, 
according to- the Organisation 
for Economic Co-operation and 
Development 

The OECD’s repor t an. Nor- 
way praises the centre-right 
coalition and the former 
Labour administration for tak- 
ing encouraging policy initia- 
tives to "create the conditions 
for a return to a haiaiwi and 
sustainable path of growth” 
after the crisis which' followed 
the 1988 foil mail prices. 

However, it argues that the 


growth of public expenditure, 
being higher than that of 
national income, is incompati- 
ble with the longer-term objec- 
tive of shifting resources to the 
non-oil tradeable sector. 

It expresses anxiety. about 
the strength of Norway’s eco- 
nomic recovery, poihting out 
that the. return of an external 
trade surplus has owed ranch - 
to the steep rise in aft and gas 
production and that this has 
made the economy “more yul- 
nerahle to price shocks. 1 * 

“With the upturn, in domes- 
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tic demand, the deficit on tradi- 
tional. trade is expected to rise 
again, 11 the report says. “This 
suggests that maintaining rela- 
tively easy labour market con- 
ditions without further sub- 
stantial improvements in cost 
competitiveness is not suffl- 
dent for resources to be shifted 
to the exposed sectors of the 
mrinlahd * fnwn >«y as intended 
by the- authorities." 

The OECD fears inflation 
could start to rise again and 
believes savings are too low. It 
also points ant that profitable 
export-oriented companies 
have hesitated, to expand 

E cfty in the belief that high 
es and bnoyant world 
and are “unlikely to be 
sustainable for long." It 
emphasises that net foreign 
debt doubled in relation to 
gross, domestic product since 
the mid-1960s. 

As the OECD recognises, the 
future pattern of m™«p 
remains -uncertain with the 
end of- the statutory incomes- 
policy this spring. Unemploy- 
ment Is expected to stay rela- ; 
tively high by Norwegian stan- 
dards at 4.75 per cent this year 
and 4J> per cent in 199L 


I T IS now an open question in Rome 
as to whether Italy's main 
governing parties will be able to 
resist the temptation to cut and run for 
an early general election. 

The political understanding between 
the dominant Christian T tamq rrat and 
Socialist parties la supposed to allow Mr 
Giulio Andreotti’s five-party coalition to 
meander on until the late spring of next 
year. But the threats to his 
government, both real and apparent, 
are such that the 70-year-old veteran 
will n eed all his wiliness to 
survive. 

He has lost pnw of hi* «« a 
mediator, but the present state of drift 
and disarray within the governing 
majority is finding him surp rising l y 
unable to provide a personal 


The upheaval in the Communist party 
has led Italian politicians to look greedily 
for an electoral harvest, says John Wyles 


Unless he succeeds in imposing a 
better sense of direction over the next 
month, Mr Andreottt could fan because 
the political will needed to resolve the 
policy issues now beginning to fracture 
the coalition is being sapped by the 
scent of electoral gain. 

Since It is recognised that there is no 
alternative within the present 
legislature to the Andreottl coalition, 
its collapse could lead to elections in 
June. - . - — . 

Many senior Socialists Md Christian 
Democrats are already greedily 
pondwtag the possible harvest which 
could be reaped from the current 
tnrmnii |q the itaHaw Communist Party 
(PCD over its future identity and 


mama 

The PCI Congress in Bologna in the 
first week of March will be a turning 
point in the strategy of Mr Achille 
Occhetto. its leader, to relaunch the 
party. Nearly 40 per cent of the 
membership is opposed to the Initiative 
and not even the most optimistic 
member of the party leader's staff 
believes that the PCI can hold Its vote 
In local wbwHnnn in May 

The original Christian 
Democrat-Socialist plan of soldiering on 
to early elections next spring - the 
current legislature expires in 1992 
- would give Mr Occhetto a valuable 
year to rebuild his party, which at the 
last elections took a 27 par cent share 
with 10m votes. 

The extraordinary escalation of 
conflicts both between the coalition 
parties and within the Christian 
Democrats over the past month 
suggests that early election options are 
being carved out. Most of the rows may 
yet be resolved, but each sits like a 
-loaded gun pointing at the heart of the 
Andkeottt coalition. 

Both the Socialists and' the 
Republicans are reaching for the trigger 


over the issue of Immigration. Mr 
Claudio MarteUi, the Socialist deputy 
prime minister, is the architect of a new 
policy which alms to be more 
restrictive and which the Republicans 
say is guaranteed to 
fail 

They have put down no fewer than 60 
amendments to the government’s 
ip gfaiwHnn , which even in Italy is more 
than a little provocative for a governing 
party. The immigration !«■*«» «m he 
used by either the Republicans or the 
Socialists to trigger a government crisis 
if they so wish. 

Anti-trust legislation as a protection 
■ gainst concentration of ownership in 

the media is emerging as another 
potential threat to the coalition. The 
Socialists want the softest possible 
approach which would largely leave 
unchanged the status quo, and thus Mr 
Silvio Berlusconi's ownership of three 
television networks as well as his 
recent Incursion into Mondadari. Italy's 
largest publishers. 

Here Mr Bettino Craxi, the Socialist 
leader is opposed not only by the 
Republicans again but also - the 
Christian Democrat left, which is 


openly in revolt against a party 
leadership which it says is too 
subservient to Mr CraxL 

In a highly unusual move for a party 
which pays heavy lip-service to the 
notion of unity, the Christian Democrat 
left has formally gone into “opposition" 
and quit all leadership posts. Despite 
vows of unswerving devotion to the 
government, the Christian Democrat 
left has created for itself the option of 
bringing down Mr Andreottl 

Again Mr Occhetto could be the 
catalyst for these Christian Democrats 
have the most to fear If the Communist 
Party is allowed time to bury “the red 
threat" and with it the Christian 
Democrats’ utility to lower Income 
voters as a bulwark against 

ft nmmimlgm. 

Finally, the privatisation issue is one 
which could unexpectedly split the 
coalition. Mr Franco Nobih, the new 
president of Iri, has outraged the 
Liberals and Republicans and set 
minister against minister by appearing 
to rule out any transfer to private 
hands of major activities for which he 
Is responsible. 

Mr Guido Carli, the Treasury 
Minister, complained at the weekend at 
the government’s reluctance to use 
privatisation as a means of reducing its 
mountain of outstanding debt. He 
lamented his isolation over the issue 
and left some observers suspecting that 
he may yet resign unless Mr Andreottl 
is prepared to make some 
concessions. 


THE GREEK Government has 
agreed to additional wage 
increases this year of up to 3L5 
per cent above the Index-lined 
rises guaranteed by law in an 
effort to avert a new round of 
strikes. 

The Prime Minister, Mr Xen- 
ophon Zolotas, mediated per- 
sonally in last-minute talks 
with the General Confedera- 
tion of Greek Labour and the 
Bank Workers* Union, which 
had planned strikes this week. 

The new agreement will 
bring wage increases for the 
first four months to 7.7 per 
cent for 1.3m confederation 
workers and 9.1 per cent for 
the 30,000 bank employees. The 
index-linked rises are handed 
out every four months on the 
of anticipated ^^^^1 
which is forecast to reach 16 
per cent this year. 

Despite a worsening eco- 
nomic situation in which the 
government must cover 
monthly deficits averaging 
DrlfiObn (£597m) the increases 
are seen “as less expensive on 
balance than the cost of 
extended strikes," a senior gov- 
ernment adviser said. 

Earlier, Mr Zolotas said that 
government spending would be 
trimmed by almost DrLOOObn 
in 1990 under a cost-cutting 
programmes for each ministry. 
Total outlays will reach 
Dr4,497bn, down from 
Dift358bn last year, when the 
the public sector borrowing 
requirement readied a record 
2L5 par cent af GDP. 
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AMERICAN NEWS 


Brazilian 
businessman 
to join 
Collor team 


By John Barham in 

Sfio Paulo 


BRAZIL'S President-elect 
Fernando Coflor de Meilo has 
made one of his most impor- 
tant cabinet appointments, 
yprning Mr Chores Silva as the 
future Infrastructure Minister. 

Mr Sites, 59, whose appoint- 
ment was announced on Mon- 
day, is a Brazilian corporate 
hero often compared to Chrys- 
ler’s Lee Iaccoca, with the dif- 
ference that Mr Silva is a 
retired air force colonel who 
tnad>> his mark in the public 
sector. 

The newly created Infra- 
structure Ministry win com- 
bine the present communica- 
tions, transport and min«g and 
energy ministries. It win con- 
trol about 80 per cent of gov- 
ernment investments with a 
1990 investment budget of 
$125hn The ministry will also 
control three of Brazil's largest 
companies, the state-owned 
mining, oil and steel groups. 

The ministry’s giant size and 
awesome spending power will 
make Mr Sflva an important 
figure In the new government, 
which takes over next 
monthJJut the size of the port- 
folio appears to clash with the 
Government's promise to 
streamline the bureaucracy 
and reduce public spending. 

However, Mr Silva said one 
of his first priorities would be 
to pursue an aggressive priva- 
tisation policy. He said 350 fed- 
erally-owned companies would 
be sold to private investors, 
including Embraer, the air 
force-controlled aircraft manu- 
facturer he founded in 1968. 

The transition team hopes to 
raise $3.5bn through privatisa- 
tion in I960. 

Mr Silva won a reputation as 
a tough, efficient and outspo- 
ken businessman at Embraer, 
which he tried to manage like 
a private company. The outgo- 
ing President, Jos£ Sarney, 
made him president of Petro- 
bras, the national oil monop- 
oly, on the strength of his 
record at Embraer. But Mr 
Silva resigned in protest at the 
Government's policies. 


Venezuelan 
Recadi ruling 
overturned 


By Joseph Mann 

in Caracas 


VENEZUELA’S Supreme Court 
on Monday nullified 
by a lower court which 
charged that 10 officials in the 
last government had misappro- 
priated large sums of govern- 
ment funds used in a foreign 
exchange subsidy programme 
called Recadi. 

The ruling, which was not 
unanimous, concerned 
high-level officials in the 
1984-89 administration of Presi- 
dent Jaime Lusinchi and 
included two former ministers 
of finance, Mr Manuel Azpurua 
and Mr Hector Hurtado; a for- 
mer minister of development, 
Mr Hector Meneses; an ex-pres- 
ident of the central bank, Mr 
Maurido Garda; and a former 
minister of planning, Mr 
Modesto Freitas, who was 
elected to a governor’s post 
last December while in jafi. 

Last November, a superior 
court which examined cases of 
alleged corruption involving 
individuals in top government 
positions Issued arrest war- 
rants against the 10 officials 
and five others. They were 
charged with improperly 
approving the use of billions of 
dollars in government funds to 
be spent for imports and other 
purposes under the much-ques- 
tioned Recadi system, which 
was abolished at the beginning 
of 1989. Only two of the 10 
charged surrendered to author- 
ities but all protested that they 
were innocent 


Fed sees evidence that recession can be avoided 


By Peter Riddell, US Editor, in Washington 


"GUARDED optimism” about . 
the us economy's chances of 
avoiding a recession this year 
was expressed yesterday by Mr 
Alan Greenspan, the chairman 
of the Federal Reserve, in his 
half-yearly “Humphrey/Hawk- 
ins * testimony to Congress. 

In reaffirming the Fed strat- 
egy of establishing a "clear 
downward tilt to the trend of 
infl atio n" while avoiding a 
recession, Mr Greenspan said 
"the evidence of recant weeks 
is more encouraging than oth- 
erwise". 

He noted an inventory cor- 
rection in the motor industry, 
stability in industrial, activity , 
in other sectors and a recovery 
In housing starts last month 
which indicated "the beginning 
of a modest firming in eco- 
nomic activity". 

While "we cannot be certain 
that we are as yet out of the 
recessionary woods, such evi- 
dence warrants at least 
guarded optimism”. 

However, he also pointed to 
some cautionary undercur- 
rents, notably the recent sub- 
stantial deterioration in profit 
wm ^ ng , which, if continued, 
could “seriously undercut the 
still expanding capital goods 
market”. 

Mr Greenspan said "a more 
deep-seated concern" was the 
increase in debt leverage, 
though it was difficult to 
assess how serious a threat 
this was to economic a cti v ity . 
"Should the economy fell into 
a recession, excess debt service 
costs would intensify the prob- 
lems of adjustment But it is 
unlikely that in current cir- 
cumstances strains coming 



Greenspan: dfensses international influences on policy 


TttxySrk 


from the economy's financial 
balance sheet can themselves 
precipitate a downturn." 

Warning that January's con- 
sumer price index due out 
today would probably show a 
sizeable jump in energy and 
food prices after December's 
cold spell, he suggested that a 
reversal was "apparently 
under way". 

He described the inflation 
figures so far in 1990 as "hor- 
rendous” and said the Fed was 
disturbed by the "extraordi- 
nary increases" in food' and 
energy prices. But those 
increases appear to have been 


"essentially constrained" and 
have not spffled over into other 
sectors of the economy or 
affected wage rates. The Fed 
had taken no actions in 
response to those price 
changes. 

: The Fed’s report to Congress 
mntHTTM ity usual "central ten- 
dency" projections Of members 
of the policy-making Federal 
Open Market Committee and 
other Fed Bank presidents. 
These are for a somewhat 
slower rate of economic growth 
and a slightly higher rate of 
unemployment than projected 
by Hie Bush AifwritriatruWmi in 


its budget three weeks ago. For 
instance, real gross national 
product is expected to rise by 
between L75 and 2 per cent in 
the year to the fourth quarto 
according to the Fed, and by 
2.6 pa cent according to file 
Administration. 

The respective figures for 
unemployment were 5.5/5.75 * 
per cent and 5.4 per cent 
(against S3 per cent currently). 

On inflation, the Fed sees at 
best only a marginal Improve- 
ment on the recent 4J> per cent 
inflation rate. 

The report says the pace of 
expansion Is expected to be 
reflected in some easing of 
pressures on ■ • domestic 
resources. However, -the near- 
term prospects for a modera- 
tion in labour cost pre ss u res 
are not favourable and "the 
recent depredation.- of the dol- 
lar will constitute another 
impetus to nearterm price 
increases, reversing the 
restraining influence exerted ■ 
by a -strong dollar through 
most of last yeari'. 

These forecasts support a 
restatement cf the Fed's goal of 
restr aining growth in the 
money simply and in aggreg at e 
demand in coming years suffi- 
cient to wgfrwbiiKh a clear down- 
ward tilt in the trend of Infla- 
tion while avoiding a 
recession. 

Mr Greenspan w a rned tbat 
"approaching price stability ' 
may involve a period of expan- 
sion in activity at a rate below 
the growth In the economy's 
potential, thereby relieving 
pressures on resources". He 
said that once some slack 

develops, growth Hwn pick 
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hack up to around the econ- 
omy's growth,, rate potential, 
even as inflation continues its 
trend down. Later, as price sta- 
bility is approached, real out- 
put growth can move still 
higher, until foil resource util- 
isation is restored. 

He explained that Fed deci- 
sions to ease monetary polity 
last year were consistent with 
the price stability goal and 
were intended to: forestall an 
economic downturn. 

Mr Greenspan announced 
that the Fed had decided to 
confirm the tentative 3 to 7 per 
cent growth range to M2 this 
year set last July. This is 
expected “to produce some- 
what slower growth in nominal 
GNP this year." Because of the 
drop in interest rates last year 
the growth in M2 may be foster 
than in recent y ears. 

. The MS Tange has been 
reduced a perce n t ag e point to' 
X5/65 per cent to take into 
account the effects of the 
restructu ring of the savings 
and loans Industry with a shtft 
of assets away from depository 
Institutions. The monitoring 
range for non-flnanclal debt 


has been reduced L5 points to 
. 5/9 pea: cent to reflect -a. lower 
level of corporate borrowing as 
a result of less- ’merger and 
acquisition activity and a 
greater use of equity financing. 

Mr Greenspan says the Fed 
should not he expected 
mechanically to lower the M2 
growth range every year dur- 
ing transition to price stability. 
As markeflnterast rates foil in 
response to moderating. infla- 
tion. the p ufrflff 'a -r ^numif for 
M2 relative to nominal spend- 
ing is likely to rise, lowering 
MS’s velocity. Hence the 
growth 1 of M2 may show little 
deceleration over several 
years. , 

His written testimony also 
contains a lengthy discussion 
of international infaences on 
policy-making. Mr Greenspan 
says these "do not fundamen- 
tally constrain our ability to 
' meet bur most important mon- 
etary . policy objectives. 
Exchange rates absorb much of 
the impact of developments in 
foreign asset markets, permit- 
ting US interest rates to reflect 
primarily domestic' economic 
conditions”' 


Mexican union accuses Ford 


By Richard Johns in Mexico City 


THE leader of the 
Confederation of Mexican 
Workers (CTM), Mr Fidel 
V elasquez, claimed that: 
Ford has broken off peace-seek- 
ing talks with the confedera- 
tion, aggravating the compa- 
ny's conflict with the country's 
mrinn movement 

Mr Velasquez has under- 
taken, to seek the intervention 
of Mr Arsenio Farrel, the 
Labour Minister. The row 
stems from a complicated 
three-way dispute involving 
the imifm leadership. Ford and 
a dissident union faction. Trou- 
ble began on January 8 and led 
to to a five-week total stop- 
page. 

A minority of the labour 
force returned to work on Feb- 
ruary 12, but L800 workers are 
still to be re-hired at its Cuan- 
tttlan plant Mr Velasquez is 
reported to have told union dis- 
sidents' leaders he would ask 
for Mr Farrel's in t erven tion “to 
oblige the company to fulfil its 
commitments ". 


Leaders of a rebel faction of 
the Cuautitlan labour force 
claim Ford’s management 
undertook to re-hire all file 
workers without any victimisa- 
tion, and with, guarantees for 
their safety, last week, a Ford 
spokesman in Detroit said the 
company was re-employing 
workers on a "case-by-case" 
bams. 

Mr Jaime Serra Pnche, Min- 
ister of Co mmer ce mid indus- 
try, felt the dispute to be suffi- 
ciently serious to fly to Detroit 
for foflni with mm | n m y manag- 
ers -last -Wednesday, together 
with Mr Nicholas Sh ee M, presi- 
dent of Ford's wholly-owned 
Mexican subsidiary. 

Previously, Ford, faced with 
. tiie defection of dissidents to 
the rival Co nfed er a tion of Rev- 
olutionary Workers, has 
stressed that it would only 
have dealings with the CTM. 
But the union's top le ade rs hip, 
headed by fire veteran “Dan 
Fidel", has increasingly been 
unable to control rank-andfile 


membership. 

In another con f rontation, 
Cerveceria Modelo has dis- 
missed all 64.40 workers at its 
lire w a y in Mexico City fallow- 
ing a judgment by the Federal 
Committee for Concfiiatkm and 
Arbitration (JFCA) that their 
strike, which began, last 
Wednesday, was “non-existent” 
— the Menem euphemism for 
unofficial. The JFCA has 
ordered that they shou ld band 
over the plant and seven distri- 
bution depots in the Federal 

District- v 

Several thousand strikers 
demonstrated outside the 
offices of the JFCA, expressing 
their Hf ^rminatinn “to protect 
the installations at all costs”. 
The brewery workers are seek- 
ing a revision of their contract 
nnH discussion with manage- 
ment on a list of petitions. 
With Ford workers also demon- 
strating on tire Paseo de la 
Refor ms, M exico City's main 
street, traffic was in chaos yes- 
terday. 


Surinam army 
pahs oat of 
rebel talks 


By Canute Junes 

In Kingston 

AN EFFORT by the military to 
Surinam to negotiate an agree- 
ment with a rebel group has 
foiled. Commander .Best Boa- 
terse, the army leader who 
was heading the talks, has Bald 
he will not .continue because 
file Surinam Government has 
been interfering in the negotfo- 
tions. 

Commander Booterse,who 
headed the Go vernment-fo r 
ei ght years before h a n ding 
over to an elected administra- 
tion, did not elaborate an Ids 
allegations of interference. A 
government spokesman, m a de 
no comment on the army 
leader's contention, 2nzt said 
the negotiations would con- 
tinue. 

. Mr Rosmy Brunswfik, leader 
of the rebel group, the Jungle 
Commando, said be was disap- 
pointed at the derision -of the 
mflttary to end the talks. 


Havel hints he may stay 
on as Czech president 


By Lionel Barber 


PRESIDENT Vadav Havel of 

nMriMdimWji - htwtori yitcty i. 

day in the US that he might be 
prepared to stay in bis ' prat 
after his country’s ejections in 
June. . 

Mr Havel, the first Czecho- 
slovak head of state to pay an 
official, visit to the US, -was 
speaking shortly before meet- 
ing President George Bush at 
the White House. . 

.. The 53-year-old former jailed 
playwright agreed rabactantly 
to serve as president after the 
pe a ceful overthrow of the com- 
munist gnTOffiimpgit last year. 
He g yjd then he would remain 
in his -post until free elections 
were held, but yesterday he 
told a TV interviewer: Tf Z 
should stay on. someone would 
have to talk me into it' 


During his" US visit, Mr 
*1 vrfll hold 'talks with: Mr' 


Havel 

Bush, on the futu re of Europe, 
including German reunifica- 
tion and the balance of US and 


Soviet forces. He will also 
address a joint session of the 
, US : Congress today, an honour 
extended last year to Mr Lech 
Walesa, the former shipyard 
worker and Solidarity leader. 

Czech officials have stressed 
that Mr Havel has riot come to 
- the us asking to money - 
though talks are under way on 
a new bilateral trade -agree- 
ment. Czechoslovakia could 
also share in - a 'new pool of 
$300m aid which the Bush 
AdminiHtrut fow is seeking from 
Congress for the emerging east 
European democracies. - : 

Mr Havel signalled yesterday 
that he was more ' relaxed 
; about the prospect of German 
reunification than his- counter- 
parts in Poland. TTGermany is 
a democratic state I will not be 
a fr aid of it, even iftt had loom 
-people. On the other hand, I 
would be afraid of Germany it 
if were a totalitarian state with 
2m people.” 


US recruits 
caterpillar in 
war on 
drug crops 


By Lionel Barber 

in Washington 


THE US is examining ways to 
mass-breed caterpillars which 
eat the coca plant to -destroy 
drug crops in Fern and 
Bolivia. 

The project is part . of a 
s&fim research programme at 
the US Agriculture Depart- 
ment, where sdentistsare also 
gfniiy iwp chemical and bUflogl- 
■cal agents aimed at era d i c a t - 
ing marijuana and coca crops. 

Disclosure of the research 
effort could arouse national 
sensitivities in Latin America, 
where the US is trying to woo 
Colombia, Peru and Bolivia 
into closer co -oper ation 
against narcotics tra ffick i n g. 
These countries are already 
wary about US inclinations 
towar d an expanding military 

In w ht 

and are calling for more 
(wipharis on economic aid. 

The Agriculture Depart- 
ment's work focuses on the 
inch-long malnmbla, a white 
moth which, in its caterpillar 
stage, devours the green 
leaves of the coca crop (the 
base for cocaine). 

The malumbia is an Indige- 
nous pest of the coca plant in 
Peru’s Upper HnaHaga valley* 
the sou r c e of more than half of 
the world's co caine. Research- 
ers in the US believe that if 
they can mass-breed the 
•insect, several hundred mil- 
lion maln mbla eggs or cater- 
pillars could be air-dropped 
over the coca-growing regions. 

The bombardment would 
also be aimed at thwarting 
current efforts by the growers 
to spray their coca plants with 
mafombia-kilfing Insecticides. 

The White House said yes- 
terday the programme was 
only experimental and 
included a study of herbicides 
and natural enemies of drug 
plants. “Neither troops nor 
caterpillars will go in without 
prior request and consultation 
of the host country,** the 
White House said. 

A Bush Ad m i ni str a tion offi- 
cial said file research was at 
an early stage. Repute would 
he shared with interested par- 
ties, if it could be shown to be 
safe and effective. “We are not 
planning biological warfare 
against anyone. Thu is not a 
covert programme. It’s not 
even an option at this stage, 
it' s a pr ospect" 

During the Reagan Adminis- 
tration scientists examined 
coca-kilting hethlcidas Inrfnd- 
lug a crop killer known as 
Spike, manufactured by Ell 
Lilly. However, the company 
pulled out of the project after 
concern raised by environmen- 
talists about the use of defoli- 
ants. 


Argentina sticks to its guns, but the powder is wet 

Few shots are being fired in the promised battle for reform as the economy totters, writes Gary Mead 




Against foe US Ooflar (AustraWJ) 


A rgentina is sticking 

to its guns. There will 
be no return to con- 
trolled exchange rates, no 
backing down on privatisa- 
tions, no U-turns on gradual 
elimination of export taxes. 

So said Mr Antonio Erman 
Gonzalez, Argentina’s Econ- 
omy Minister, on Sunday even- 
ing. In other words. President 
Carlos Menem’ s Government 
has decided to put its head 
down and make a dash to the 


The trouble is that while the 
Government believes that race 
to be a 100-metre sprint, it is in 
fact embarked on a 5,000-metre 
hurdle race. 

For one thing, there have 
bean so many U-turns already 
that no-one is quite sure 
whether Mr Gonzalez was 
being serious on Sunday night, 
in spite of his grave expression 
and frequent sombre removal 
of his reading glasses. 


Moreover, Argentina’s cur- 
rency, the austral, gives every 
sign of being on its last legs, 
having slumped from less than 
2,000 to more than 4,000 ans- 
trals to the US dollar in less 
than two weeks. 

After a weekend of cabinet 
deliberation, more was expeo- 
ted than a reiteration of the 
tried and tired formula of 
promised immediate cuts in 
public spending. As always 
when spending cuts are men- 
tioned, a vagueness crept in 
when it came to actual figures. 

The Menem Government 
feces not only a broken-backed 
currency and an indefinite 
fotcre of hyperinflation (Febru- 
ary Is unlikely to be less than 
80 per cent, January’s figure). 
It also needs to ready Itself for 
the social effects of impending 
deep recession. 

Industrialists are predicting 
that by next month they will 
be suspending more than 30 


per cent of their workforce. 
There are reports of large pri- 
vate sector companies on the 
verge of closure, such is the 
drop in domestic consumer 
dema nd. Those industries 
dependent on imports no lon- 
ger have any hope of tong-tmrn 
planning, since the austral’s 
slide reduces import price con- 
siderations to a force. 

The finishing line for the 
Government is to rid Argen- 
tina of 11 or so gigantic 
leeches, state-owned companies 
which are, in diff ere nt forms 
and with different schedules, 
up for private sale by the end 
cf this year. 

But the plans are already 
beginning to meet stiff opposi- 
tion. The case of (so for only 
vaguely fainted at) plans to re- 
structure nationally-owned 
hanks is a symbol both of the 
extent of opposition to eco- 
nomic, reform and the Govern- 
ment's response to protest 


'" In one case, the National 
Development Bank is owed 
almost USf2bn, loans to 70 
state and pri v ate sector compa- 
nies. The likelihood of its 
recovering that money is 
small. 


T he bank ing sector, both 
private and p ub lic, is on 
the point of collapse.' 
The Banco Hipotecario 
Nad anal (BHN) is a century 
old state-run bank originally 


set up to provide cheap, home, 
loans to fife poor. Under 


the 


previous gove rnment, of Radi - 
Alfonsfn, BHN was revealed to 
have extended loans at 
absurdly low Interest rates, to 
wealthy and Tnidinn - ciimw peo- 
ple who mostly already owned 
valuable properties, hi many 
cases those who obtained BHN 
loans .were granted mare than 
one. 

It also emerged that the 
mortgagees frequently pledged 


allegiance to Mr Alfonam’s 
Radical Party. The fluids far 
such loans, running to hun- 
dreds of •tnfTHrmft of US dollars, 
came from and were guaran- 
teed by fife Government. 

Last Friday employees of 
BHN*s 52 branches occupied its 
c ent ral branch for a day, only 
leaving after its administrator 
had promised that only 14 
brandies would be dosed, and 
none of the employees affected 
would be laid off. Room would 
be found for them elsewhere in 
the bloated public sector. 

Similar such protests have 
brought 60-day reprieves for 
loss-making Buenos Aires rail- 
way lines which the govern- 
ment said had to close. The 
national network, which loses 
$2m a day, is up for. sale. 'Hie 
Government prefers to leave 
thaffificult issue of iteration- . 
alias tion to its purchaser, 
though there may not be many 
Interested buyers In the cir- 


cumstances. 

Mr Menem’s hold on Argen- 
tina’s 4m trades unionists was 
always bound to be slim once 
he took on board, in July last 
year, the idea that the state 
could no longer afford to sub- 
sidise nationalised companies 
to- the tone of $>,5bn a year. 
Two mffiion. of those unionists - 
work for the state. Privatisa- 
tion threatens not only their 
jobs, but also the political clout 
of union leadership. 

. Ducking political conflict 
will soon no longer be an 
option for the Government, 
unless it is to lose the last 
shreds of its already thin credi- 
bility. The public Is accus- 
tomed to governments which 
cannot govern, but they tend 
to survive only in better times; 

Tain attempts are being 
made to recover lost public 
confidence, one such - para- 
doxically enough - by Mr 
Julio Mera Figueroa, Interior 
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Minister, who said at the week- 
end that "there Is corruption in 
government”. 

That is not news to anyone. 
What is news, and encourag- 
ing, is that a minister admits 
it. What would have been' real' 
news would have been the 
naming of names and the initi- 
ation offegalartfondestinedto 


put the guilty behind bars, 
people 


But people do not ' go to 
prison in Argentina for malad- 
ministration. They 'are just 
found jobs elsewhere. 
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OVERSEAS NEWS 


Likud faces fresh storm Israel warns 


over Cabinet replacements 


By Erie Sliver in Jerusalem 

TWO NEW Cabinet 
appointments last night 
plunged Israel's right-wing 
Likud party into disarray with 
disaffected members accusing 
the Prime Minister, Mr Yitzhak 
Shamir, of splitting the party. 

Mr Moshe Nissan, a former 
Finance Minister, replaces Mr 
Ariel Sharon at Industry and 
Trade, white Mr David Magen 
joins the Government aa Minis- 
ter without Portfolio. Both are 
Likud MPs known for their loy- 
alty to Mr Shamir. Moroccan- 
bom Mr Magen won bis spurs 
by managing last year’s suc- 
cessful Likud local election 


Supporters of Mr David 
Levy, the Deputy Prime Minis- 
ter, were furious that he had 
not been consulted and that 
his candidates had been 
ignore! Mr Levy is an ally of 
Mr Sharon, who resigned to 
fight the Prime Minister's 
peace Initiative. 

Mr Levy's brother, Maxim, 
accused Mr Shamir of irrespon- 


sibly leading the party into a 

BptiL 

A Likud backbencher, Mr 
Heaven Hlviin, added: "The 
house is burning and Shamir to 
adding fuel to the fire instead 

Of extinguishing it" 

At the same time, Mr Shandr 
is facing a revolt by a group 
from the former Liberal Party, 
which merged with his Herat 
to form the single Likud party. 
The group, led by Mr Yitzhak 
Moda’i, another ex-Finance 
Minister and currently Minis- 
ter without Portfolio, is threat- 
ening to re-establish the liber- 
als as a separate faction. 

•A Palestinian human 
rights group yesterday accused 
Israel of pursuing a shoot-to- 
kill policy to put down the 
two-year -old intifada uprising 
in the occupied West Bank and 
G pq a Strip. 

AIHoq, which is affiliated to 
the Inter national Commission 
of Jurists, alleged that special 
units had carried out IS "sum- 
mary executions" of suspected 


Intifada leaders last year. 

Of th es e three are docu- 
mented in the Palestinian 
organisation's report for 1989, 
released here yesterday. Ms. 
Mona Hishmawi, the executive 
director, said that the other is 
were still being investigated by 
field workers. 

The three named victims 
were Yasser Abu Ghosh, aged 
17, who was shot hx a Ramallah 
street on July 10; Nidal Ha b a sh 
(21), shot in Nablus on October 
9; and Atwa Harzallah (27), 
killed in the village of Deir Jbzi 
on February 27. 

Major Moshe Fogel, an 
Israeli military spokesman, 
dented that there was any pol- 
icy of executions. 

Incases where it was shown 
that soldiers acted improperly 
they were court martialled, he 
mid, since the start of the inti- 
fada, more than 90 have been 
indicted. Of these, 64 have been 
found guilty, 10 had been 
acquitted and the rest are 
awaiting 


Jordanian bank strike causes 
embarrassment to Government 


By Lamia Andonl in Amman 

EMPLOYEES of one of 
Jordan’s biggest banks embar- 
rassed the authorities yester- 
day by staging a sit-in protest 
against the management, 
appointed in a Government 
rescue effort last year. 

Representatives of the 600 
employees of Petra Bank, the 
country’s second biggest, 
accused the management of 
seeking to destroy the bank 
and harassing employees, and 
demanded salary increases. 

Petra Bank's Iraqi-born 
owner, Mr Ahmad Chalabi, 
was re moved by a Government 
committee last August and 
accused of speculating against 
the Jordanian dinar and of 
"fraud and embezzlement.” 


Mr Chalabi, an iwflnwiHfll 
hanker who maintained dose 
contacts with high ranking 
officials, left Amman in some- 
what ambiguous circum- 
stances and later vehemently 
denied the charges. 

The Government’s subse- 

S mt failure to bring Mr (End- 
's associates to trial or to 
produce a report on its findings 
has, however, lately given rise 
to mounting public criticism. 
There has been speculation 
that the Government's caution 
«terp« from tear of unleashing 

an rmrrtntirrtTl a hli> fiiwnetal and 

political scandal. 

Despite political liberalisa- 
tion in Jordan, the Ministry of 
Labour declared yesterday's 


sit-in fflggHl. ... 

But the employees, sup- 
ported by the labour unions, 
defied the Government warn- 
ing, and called for the resigna- 
tion at the nMM p miw i I ; whlrfi 
was appointed under wim-HhI 

law provisions- 

In January, the new govern- 
ment of Prime Minister Mudar 
pwiwiH pjaipw? to lift mar- 
tial law which has been in 
effect since 1967. . 

Protests such as yesterday's 
may spark open questioning of 
the Go vernment’s repeat ed 
promises to combat corruption,- 
turning; the Petra Bank crisis 
into another test of Jordan’s 
delicate experiment with 
democracy- 


Iraq over 
fighters 

By Erie Silver In Jerusalem 

THE Israeli Defence Minister. 
Mr Yitzhak Babin, yesterday 
warned Iraq not to move 
ground or air farces Into Jor- 
dan, which shares a.border 
with Israel. 

His warning followed reports 
that the Iraqi and Jordanian 
air forces bad established a 
joint squadron of French-made 
Mira ge n fighters and that the 
two armies were planning a 
joint brigade. Mr Rabin mid 
the new Mirage squadron was 
stationed in Iraq. 

spt^Mng altar briefing the 
.parliamentary foreign affairs 
and defence committee, he 
played down fears that the co- 
operation was a prelude to foe 
creation of an "eastern fr o n t" 
against. Israel. "T here J a. no 
meaningful eastern front with- 
out Syria." he told Ini radio, 
"and relations between Iraq 
and Syria are very bad." :.~- 

Mr BnMn suggested that 
Iraql-Jordanian co-operation 
was designed to bolster King 

Hnssrfn a gams* both Ma i m 

and external threats, but he 
added: "We should keep our 
eyes open, follow up and make 
sure Jordanian t e rrito ry is not 
used as a, base for Iraqi pres- 
ence or activity." 

The Mirage Fl is comparable 
In quality to the middle range 
of Israeli warplanes, the Kfir 
and the Phantom, but is no 
match tar Israel's F-15$ and 
P-lfle. 

Jbcdan is, however, due to 
trice delivery soo n of the more 
advanced Mirage 2000. 

Israeli analysts have pointed 
out that in the wake erf the 
Gulf war, fraq has the biggest, 
best-equipped and most experi- 
enced military establishment 
in ftp Irah world. 

President Saddam Hussein 
still has to settle scores with 
Israel over the 1961 bombing 
laid on an fraqi- nudear reac- 
tor. 

Up to now there has been a 
tacit imderstanding between 
Jerusalem and Amman that 
foreign forces would be kept 
out of Jordan. 


Gulf games become political football 


By Hunter Reynolds in Dubai 

WHEN it comes to ganging the 
political temperature in the 
Gulf, there is nothing quite 
like a soccer tournament 
And in the run-up to the 
biennial Gulf Cup, which 
opened yesterday in Kuwait 
political ructions have once 
again been m ekfag themselves 
felt - this time in the form of a 
bizarre row between a Saudi 
prince and a Kuwaiti sheikh 
that has already led to a Saudi 
boycott of the event 
In the past Gulf citizens’ 
passion for football has often 
proved more powerful than 
their political divisions. Just as 
the warring Athenians and 
Spartans of antiquity would 
call a truce in order to compete 
in the Olympic Games, Gulf 
states - including Iran and 
Iraq - continued to meet on 
the soccer pitch even during 
the Gulf war. However, intra- 
Gctlf rivalries have never been 
far from the surface. 

During the 1986 tournament 
in Abu Dhabi, held at the 
height of the Gulf war, Iraq’s 
President Saddam Hussein 
ordered his team to retire 


before the final match against 
Kuwait in an atte m p t to curry 
favour with the smarter Guff 
states. 

As a result of the Iraqi pull- 
out, Kuwait won the cup and 
the CAE, with a lqpg reoqrdof , 
coming last; ' was -upgraded ; 
from fourth to third place. 
Both Kuwait and the CAE 
were ecstatic at their unex- 
pected promotion. 

The following tournament 
held two years later in Muscat 
was marked by a row between 
Saudi Arabia and the UAE. 
Saudi officials used theoppor- 
tnmty to poach the DAE coach, 
tiie Brazilian Cados Alberto. 

Local pundits have 
suggested political 
reasons for the 
Saudi pull-out 

Elsewhere, the incident 
would have been insignificant 
but the sensitivities of the Gdff 
gave it political overtones, 
l ^ pg to an official s tatement 


from the UAE Government 
condemning Saudi "treachery". 

This year, Saudi Arabia has 
caused consternation by 
announcing that it was not 
sending a team. This is the 
.first time that a.feam .has pul- 
led outbefoae tin. tournament, 
in at mowtbat regarded^ 
tantamount 'to sacrilege.. 

The Saudi withdrawal has 
led ton round of mud-slinging 
between the kingdom and the 
competition hosts, Kuwait The 
row has invcihraLtba men who 
head their countries' football 
assriddfons: Prince Feted, son 
of King Fabd at Saudi Arabia, 
mri ■ Sha ik h Tfafa j at Ahmed, a 
member of Kuwait’s ruling At 

ffohnh family . 

Sheikh Fahd used , the 
Kuwaiti press to criticise the 
impromptu Horirim not 
to send a team. This was fal- 
lowed by a statement from the 
Saudi football association 
which indirectly accused 
Sheikh Fabd of snubbing the 
kingdom in his choice of an 
wnthtern for the tournament. 

The Gulf Cup logo shows, 
two foothaH players with the 


bead of a home. The horses in 
question, named Ebyan and 
Shuweizna, won pride, of place 
in Kuwaiti history for their 
role ip a battle ‘70 yean ago, 
when Kuwait successfully. 


now sanm territory. 

\ Not surprisingly,'-: Saadi 
Arabia, now ruled by descen- 
dants of the would-be invaders 
of lSQQ, saw this asa deliberate 
insult 

Local pundits have been 
quick to qame up with deeper 
political: reasons for tin pull- 
pat -Jn particalar, the already 
Strained relations with neigh- 
bouring Kuwait 

Saudi officials are reported 
to be wonted about the team’s 
security in a country where 
Shla- Modems, some of t he™ 
loyal to Saudi Arabia’s enemy 
Iron, are a third of the popula- 
tion. 

Local diplomats report sev- 
eral recent attacks ' on Saudi 
citizens in Kuwait following 
the execution of 16 Kuwaiti 
passport bidders for last sum- 
mer's bombings at shrines in 
Mecca. 


Minister and UDF discuss Natal violence 


ANTI-APARTHEID activists 
held talks with South African 
Law and Order Minister 
Adriaan Vlok yesterday in a 
bid to end conflict between 
black factions in Natal, where 
Mr Nelson Mawtebi will thfa 
weekend spell out a message of 
peace. Renter reports from 
Johannesburg. 

The conflict between the 
Zulu-based Inkafoa movement 
and the ANC-allied United 
Democratic Front (UDF) has 
cost more than 2^)00 lives in 
the past three years. 

Mr Mandela, freed last week 
from a life jail term for plotting 
to overthrow white rule, will 
address a rally In Durban, 
Natal's biggest city, on Sunday 
to try to make peace between 
the rival groups. 

Future neg o tia t ions between 


the South African Government 
and Mr Mandela’s African 
National Congress hinge on a 
resolution of the Natal conflict 

Pretoria says it win not rad 
a three-year state of emergency 
imtii the violence wxi» while 
tiie ANC refuses to start talks 
on a new South African consti- 
tution until emergency rule is 
lifted. 

Yesterday’s meeting between 

Mr Vlok and a delegation from 
the UDF and the Congress of 
South African Trade Unions 
(Coeatu) are an Indication that 
"talks about talks" to remove 
obstacles to negotiation will 
begin soon. 

• An "African summit" due to 
be booted an Saturday by Pres- 
ident Mobutu Sese Seko of 
Zaire and attended by Mr de 
Klerk, assumed less signifi- 


cance yesterday as details of 
the guest list em e rge d , writes 

MMtad Bnhmm fi| JbhBSmet- 


p reside nts, of Chad, 
R«»iniig | Burundi, miiI ftp Gen* 
tral African Republic are 
expected at the meeting in 
Ea s t ern Zaire, while, the lead- 
ers of Togo and Gabon may- 
also take part This group erf 
African leaders has Bttie If any 
influence beyond the borders 
of their own countries. 

The most impo r ta nt aVniymt 
may lie ill bilateral talks 
between Ur Mobutu and Mr de 
Klerk about the conflict in 

An gola 

South African newspapers 
have baited foe meeting as a 
“diplomatic breakthrough" in 
Pretoria’s efforts to establish 
formal links with black Africa 


in foe wake of Mr Mandela’s 
release. 

But South African n ffirfafu 
privately acknowledge that the 
impact of the meeting on 
southern Africa will be limited. 
Of far more importance is the 
stance of the front line states 
of Angola, Botswana, Mozambi- 
que. Tanzania, Zambia and 
Zimbabwe. 

There h as bee n speculation 
that this group may be pre- 
pared to meet Mr de Klerk. But 
front Hue leaders are Ukriy to 
be guided by foe views of Mr 
Mandela ana the ANC. 

Thrae wfil be influenced by 
the outcome of the forthcom- 
ing round of “talks about 
talks" with Mr de Klerk, 
intended to dear the way for 
formal constitutional negotia- 
tions. 



Pr ot es te rs demanding greater democracy fight riot police outside fob Taiwan Jegislature-buflding in Taipei yesterday. 

Fifty; hurt Taipei democracy protest 


By Peter Wickanden In Taipei 

MORE than 50 people were injured as 
store-throwing p r ote s t ers demanding frill 
democracy dashed with riot police in a 
running battle around ' Taiwan’s - pads* 
meni yesterday in some of the waist vio- 
lence Taipei had seen ftrf years. - 
- Several hundred Democratic Progres-' 
sdve Party supporters blocked the doors of 
the legislative building to prevent ageing 
mainland-elected lawmaker s from enter* 
ing to elect a speaker. The DPP controls 
21 of the 283- seats in the legislature. 

The protesters demanded -that the 
mainlanders, who had been elected mare 
than 40 years ago and still dominate 
the Parliament, retire to make 


.way for Taiwan-elected members. 

They attacked several cars bringing 
mainlanders to ft** building and taunted 
those who arrived on foot. Two private 
cars were burned and six police ears over- 
turned- • • 

. -More than 1J500 riot police brought up 
water camion and barred wire barricades 
and lashed out with chibs. The protesters 
charged police lines and haded placards, 
stones and eggs. More than to policemen, 
about 10 protesters and a reporter were 
figured and -.taken into the building for 
treatment. A 77-year -old legislator, 
fihiflng Kong Hang, had a heart attack 
and was taken to hospitaL 


iiwiifa the chamber, the scheduled elec- 
tion erf the Speaker and Deputy Speaker of 
Parliament was postponed as opposition 
lawmakers took turns to raise petty pro- 
cedural paints throughout the session. 

Sporadic violence continued well Into 
ibe night by which time several fires were 
burning around the buQding. 

(fliftrtw also reigned again at the plenary 
session of the National Assembly, held 
: once every six years to elect the president 
and vice president. The DPP said it 
[dunum! to disrupt tiie entire 35-day ses- 
sion and prevent foe mainland-elected 
majority from entering the building to 
elect tiie president on March 21. 


Pretoria 
expects new 
loan deals 

By Jhn Joims 

' fn Johannesburg ' 

MR Barend dn Hessta, South 
. Africa’s . Finance Minister, 
expects foreign bankers to 
respond to Ms co untry ’s new 

political ritiwtinn by- mating 

available new loans and 
rolling over others dim for 
repayment this yearv-^- 

Addressing a conference 
organised by the Etankel, Kru- 
ger stockbroMng -flrm dn 
Johannesburg ' yesterflsy, Mr 
Du Plessis said Pretoria was 
most unlikely to relax 
exchange controls and zfestric- 
Uve monetary and fiscal poli- 
cies in foe near future even 
fooa^-as-itepiit it, “There 

. n Tff prymfaliip hutimtinnE font 

the mostly uobffirial financial 
sanctions Imposed against 
South Africa may be eased.” 

- Late last year South Africa’s 
central bankers negotiated, a 
third debt-repayment agree- 
ment, which is dim to start 
the -middle of tixte--yypr and 
last for three years.*- 2 . ,1 -1 X 

IMs year’s repayment obli- 
gations are., somewhere 
‘between $2bn and $3bn, 
though tankers expect foreign 
creditors will roll over, part of 
their leans, leaving the . cam- 
try to pay litftr more than 
Stim (£L2bn). 

Mr Du Ptessis warns that 
even ff debtaoltoyecs and tiie 
availability of new loans lead 
to tewerfoan-eapected capital 
outflows, the. policies which 
have curbed imports and 
encouraged exports will still 
be needed. The authorities, he 
srid; would give preference to 
buUdlng foreign reserves to 
give the Reserve Bank more 
ftexfhfttty in holding the rand 
at present levels of about 2*55 
to the dollar . 

Mr Da Ftessb said his Gov- 
ernment's principal economic 

targets for 1990 were to reduce 

inflation rate from last year's 
14-7 per cent and to strengthen 
foreign reserves. 

Last year, Mr Da Plessis 
safri. South Africa ran a cur- 
rent account surplus of R4.1bn 

but- suffered a net drop in 
reserves as capital outflows 
totalled usim. 

This year the aim is to gen- 
erate a current account sur- 
plus of BQbxt, equivalent to 
$2.4bn at . present, which will 
permit scheduled re p ayments 
of foreign debt and some 
increase In reserves. Grid and 
foreign reserves rose to R5.7bn 
at the end of January, from 
R&S2bn a immtiiearikavequiv- 
alent to only six weeks* 
imports. 


Death toll in Nepal mounts 


POLICE shot dead three 
protesters in a Nepali village 
yesterday, foe third day of an 
unprecedented campaign of 
anti-government' protests in 
the Himalayan kingdom, agen- 
cies report from Kathmandu. 

State-run Radio Nepal said 
police had - to open lira in foe 
village of Jaddukuha, on the 
country’s narrow Terai Flam 
bordering India, when a crowd 
a tt ack e d a police station and 
ignored warnings to disperse. 

The deaths bring the toll in 
three days of confrontation 
between the authorities and 
s u p p ort er s of banned political 
parties to at least nine. 

Lawyers yesterday held a. 
24-hour strike, alleging civil- ■ 
rights infringements* Mr - 
Devandra. Rai.Eanday anting . 
president of foe Human Bights ' 
Organisation of Nepal said fate 
organisation, had a list of 
names arid addresses <rf at least. 
1,600 people who had been 
detained. 

However, a government 
spokesman said 764 people 
were being held. 

In -the within qn fln Valley 
town of Bhaktapur, where 
three people died an Monday, 
protesters held demonstrations 
demanding police release the 
bodies for cremation. 

There were other distur- 
bances in the remote western 
bill towns of Baglnng and 

Kafifct 



Nepatese living in India 


Political analysts said many 
villages had become hostile to 
local councils, which they 
accuse of misappropriating 
‘ development funds. Students 
said they were boycotting clas- 
ses on at least five campuses in 
the - Ifathmandi; Valley. 

The Nepal government has 
vowed to thwart foe camp aign 
for open p o l it i c al activity. 


Political parties, banned in 
I960, have gone an functioning 
informally and have united for 
the first time to launch demon- 
strations and strikes against 
foe country's partyless system 
of elected councfl. 

The government has argued 
that Nepal’s partyless system 
is better Butted to the country 
than a multiparty democracy* 


Market-based system 
for Seoul exchange rate 


By John Ridding in Seoul 

SOUTH Korea is to change Its 
method of determining its 
exchange rate, moving to a 
more market-based system, the 
Ministry of Finance sbM yes- 


The new system, which is 
rimflgr to that used in Taiwan, 
will in effbet establish an 
inter-bank market , among cer- 
tain Korean banks to deter- 
mine the' value of the Korean 
Won against international cur- 
rencies. The old system, in 
force since 1980, fixed the 
exchange rate based on fluctu- 
ations of tha US dollar and 
Other Triflip mrnmpliwi 

According to one analyst, 
the dMwgg has been prom pte d 
by charges that Korea has 
manipulated its currency to its 
advantage. However, he said 
the Bank of Korea, the central 
bank. Would continue to exert 
strong Influence on the value 
of the Won- 

TJnder the new system. 


which has been dubbed the 
market average rate, and 
which will be introduced on 
March 2, the excharwe rate for 
the US dollar will be the 
weighted average of the rates 
applied in spot transactions at 

• A spedaf seesforT^of Sooth 
Korea's National Assembly 
broke up in turmoil yesterday 
as the Party for Peace and 
Democracy, the sole opposition 
party, walked out Just minutes 
after it opened. 

The Assembly was the first 
to be convened .since the for- 
mation of a new governing 
coaliti on through tiie merger nf 
t he ru ling; Democratic Justice 
Party and two opposition par- 
ties. The walkout, by all 70 
:FPD- members, removes any 
immediate prospect of co-oper- 
ation between the opposition 
and the new Democratic Lib- 
eral Party. 


Cuban troops to 
leave Angola 

CUBA and Angola said 
yesterday they would resume 
from next Sunday the with- 
drawal of Cuban troops from 
Angola, which had been 
suspended since January 25, 
Reuter .reports from Havana. 

The Cuban news agency 
Frensa Latina said the decision 
was made at a meeting of 
Cuban and Angolan officials in 
Luanda. Cuba and Angola 
suspended the withdrawal fol- 
lowing an attack by US-backed 
Angolan rebels in which four 
Cuban soldiers were killed. 
The rebel Unita movement said 
the incident was a migfoitw and 
said it would try to prevent it 
from happening again. 

Cuba’s military withdrawal 
from Angola is stipulated in 
US-brokered peace accords 
signed with Angola and South 
Africa in December 1988. The 
accords also opened the way 
for independence for Namibia. 

More than 31,000 of the 
50,000 Cuban troops In Angola 
have already been brought 
home. The pullout is due to be 
completed by mid-1991. 


UN protests 
over killings 

THE United Nations said on 
Tuesday it was lodging a pro- 
test with the Israeli Army, 
which it bolds responsible for 
the kitting qf two UN peace- 
keeping soldiers and the 
wounding of six other troops 
by pro-Israeli militiamen m 
Lebanon, Reuter reports from 
the UN. 

A spokesman for the UN sec- 
retary general, who called the 
shooting "unprovoked," said 
the troops, all from Nepal, 
were hit late on Monday when 
the Israeli-armed South Leba- 
non Army (SLA) opened fire an 
a mile-long front 

In a statement secretary gen- 
eral Javier Perez de Cuellar 
said, "This serious and tragic 
incident again underlines tiie 
risks to which UN peacekee- 
pers are 


i cites US on repatriation 


By Roger M a tth ew s In Hanoi 

VIETNAM continued yesterday 
to resist British demands for 
the forced repatriation of more 
than 40,000 refugees in 



by the authorities there. 

The main reason given by 
Vietnam is the opposition of 
foe US Government. Mr 
Nguyen Co Thach, the foreign 
Minister, Is understood to have 
told Mr Francis Mandp , Minis- 
ter of State at foe Foreign 
Office, that his country felt 
bound to give precedence to 
improving relations with foe 
US. The two men will hold a 
farther previously unscheduled 
round of talks today before Mr 
Maude leaves for London. 

For as long as Washington 
opposes forcible repatriation, 
Vietnamese officiate argue that 


it would be counterproductive 
to accede to British demands 
and damage its prospects of 
getting the US to lilt its aid 
i — which starves Vlet- 
nam of the very funds needed 
for the economic development 
which would reduce the flow of 

Mr Maude insisted however 
that the talks had been 
extremely useful and that 
both sides were anxious to 
resolve the problem. 

But with the Soviet Union 
and Eastern European coun- 
tries also considering foe 
future of the estimated 200,000 
Vietnamese workers in their 
countries, Hanoi is anxious not 
to yield to British pressure 
without a stronger indication 
<rf wider economic benefits. 


It is arguing that by appear* . 
ing to accept the use of force in 
sending back refugees, Viet- - 
nam would further risk ahenat- : 
ing itself from the interna- 
tional community. 

• Fresh fighting broke out at 
a troubled Vietnamese deten- 
tion centre in Hong Kong yes- 
terday, only hours after four 
boat people were taken to hos- 
pital after giflgfrteg themselves' 
In protests, Reuter reports . 
from Hong Kong. 

, Assistant Correctional Ser- . 
ritef ffirantis*1 rtt i<q* Tu b Whagftt 
said op to 60 people armed 
with makeshift weapons had 
started fighting in a section of 
Whitehead Camp, a purpose* 
buffi; detention centre in Hong 
Kong'S New Territarifieg hous- 
ing 20,000 boat people. 



Vietnam accused of torture 


Nguyen Co Thach: precedence 
to improving relations with US 


By Robin Pauley, Asia Editor 

TORTURE and abuse of human 
rights remain widespread in 
fMaEiaese prisons and *re-ed- 
ucatiou camps" where political 
prisoners' are held - some- 
times in shackles and often 
without trial, according to a 
report published today by 
Amnesty International. 

The report acknowledges 
that the Hanoi Government 
has. Introduced some legal 
reforms, .including the right to 
■drtfence tiy an independent law- 
yer- But Amnesty remains con- 
cerned by serious shortcom- 
ings in the Judicial process and 
by conditions in camps in 
which people were previously 
bald in detention without trial 
for "political reeducation", 
which took place for at least 
three years was 


with watiiMi labour. 

Although the criminal code 
now ' prohibits detention with- 
out trial for. "re-education”. 
Information gathered by 
Amnesty suggests prisoners of 
conscience and political prison- 
ers are still held untried in 
detention, at least 128 of foam 
since 2975. There could be up 
to 400 hi tills position. 

The report says at least 40 
reeducation camps exist, each 
with a capacity of around LQ00 
prisoners. The type of manual 
labour varies but always 
includes strenuous work in the 
surrounding fields, although 
the average diet contains only 
half the necessary calories for 
such work. 

Torture persists, although 
foe authorities say it now 


occurs only in faniated cases. 
Amnesty reports torture 
through the use of niiaricles 
andleg irons on prisoners in 
solitary confinement in the re- 
education camps’ "dtscipttnaiy 


Former inmates reported 
routine beatings by camp 
guards using wooden dubs, 
itemer hoses or rifle butts, for 
Offences' inclu ding failnre to 
fulfil work Quotas. A 


camp between June 1987 . 
February 1988 said prison 
were made to lie face down : 
were then beaten with stici 
Renovation, the « 
and human rights m the 13 . 
*3.5% Amnesty British Sect) 

^Rosebery Avenue, Loot 
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A COMMITMENT 
BEYOND SERVICE. 


During the years that Pan Am was 
ushering in the air age, it played a major role 
in the design and development of virtually 
every significant new aircraft introduced to 
civil aviation. 

Including the aircraft that changed the 
very nature of air travel. 

The mighty Boeing 747, the world’s 
first jumbo jet. 

lb this day the 747 is, by far; the 
favourite plane for those travelling long 
distances. We not only operate one of die 
largest fleets of 747s, but 33 of diem have 
been completely refurbished with new 
interiors and die latest in electronics. 

The remaining two will soon be 
completed 


A COMMITMENT 
BEYOND EQUIPMENT. 


And now a word about an unseen, but 
critically important service. 

The service we perform on our aircraft. 

Through thick and thin the ftn Am 
maintenance programme has continued to 
set industry standards. 

Standards so high that we spend more on 
maintenance per aircraft operating hour than 
any other US. airline. 

So high that thirty of the world’s airlines 
bring their aircraft to us for maintenance. 

So high that the US. Air Force entrust 
to 


! 4 i • r- 


programme. 

And our flight training standards are 
equally high. 

yfk are currently training pilots for twelve 
major airlines, die Royal Canadian Air Force 
and Air Force One. . 

We invite you to experience the Fan Am . 
of today. 

Proud service to 116 dries in 48 countries 
cm five continents. 

Our commitment is working. Every day 
on continents all around die world, people 
are rediscovering die travel experience that 
is Pan Am. 

That’s the way we want it. 

From now on. 


Thomas G. Plaskett 

r iBiii i m « gnj CMcf BaCTfi i c Officer 

Pm American TOkU Airways, Inc. 
















EC ready to cut 
duties on 6 9 700 
product lines 


By William DulHonse in Geneva 


THE EC yesterday Indicated it 
was ready to cat customs 
duties an same 8,700 product 
lines as part of a multilateral 
tariff-cutting exercise in Gatt's 
Uruguay Hound. The formula 
would cover imports worth 
Ecu2622m (£125bn) a year and 
cost Ecu4bn in government 
revenues. 

Brussels has beaten the 
Much 15 deadline set last 
mo rth for the tabling by all 
countries tax the Bound of their 
proposals for cutting or elimi- 
nating current tariffs and bind- 
ing them at new levels. Trade 
ministers have set a target of a 
SO per cent reduction in the 
overall tariff level 

The EG submitted a 483-page 
"fflustration” of its intentions, 
detailing base rates and reduc- 
tions proposed for each tariff 
Hne and spelling out overall 
impact. Application of the 
schedule would cut the EC's 
average customs doty from a 
present 5.44 to 3J86 per cent 

Farm products, being han- 


dled in separate talks, are not 
Included in the EC paper. Tar- 
iff cuts on tropical products, 
important to developing coun- 
tries, will be negotiated sepa- 
rately. The EC's approach aims 
at bigger cuts in current high 
duties than In low duties. In 
concession bargaining due to 
start in April, Brussels said its 
proposals would be "developed, 
consolidated or reduced" 
according to its evaluation of 
other countries' offers. 

Mr Tran Van Thinh, bead of 
the EC delega ti on, said the EC 
would need pledges that tariff 
concessions would not be offset 
by raising non-tariff barriers. 

Separately, the EC listed 
ideas for strengthening co-op- 
eration between Gatt, the IMF 
ami the World Bank. B pro- 
nosed the Round produce guid- 
ing principles for co-ordinating 
trade, monetary and fmanrlal 
policies internationally. To this 
would be added an accord for 
co-operation between the three 


Two Germanys 
in CD deal 

ROBOTRON, one of the 
biggest East German, state- 
owned industrial concerns, 
yesterday signed a DM235m 
(£82.4m) joint venture with 
PQz, a West German compact 
disc maker, to buQd the first 
CD manufacturing plant in 
East Germany, Andrew Flatter 
reports. 

The plant, employing 250 
people with wages and condi- 
tions the same as in West Ger- 
many, will have an »wunai 
capacity of 24m CDs. 

As well as serving East Ger- 
many’s home market, where 
demand Is likely to Be 5m in 
1991, the CDs will be exported, 
mainly to the rest of east 
Europe. PQz has a 33 per cent 
stake, with Robotrott -having 
the rest 

The venture will include 
plants capable of making 100m 
plastic CD covers a year, much 
of w hich win be used by Pflz 
worldwide. . 

Mr Reiner PQz, chief execu- 
tive of the West German com- 
■ pany, said ^ year's fl wi ymd 
in East Germany for CDs 
would approach lm units. 


Istanbul presses ahead with metro plans 


THE CITY of Istanbul is 
pressing ahead with plans to 
build a metro and a real tunnel 
crossing:. of the Bosporus, 
together -valued at $1.7bn 
(£21ra), Jim Bodgener writes, 
Contractors worldwide have 
been asked to make initial 
applications for the metro by 

Mamh 22. 

The project should help: 
improve the image the social 
democrat mayor. Prof Nurettm 
Sozen, has earned in nearly a 
year in office of doing little bnt 
carp about his predecessor, Mr 
Bedrettin Dalan. With up to 
300,000 people flooding into. 
Istanbul every year, providing 
adequate transportation is 
increasingly difficult. This 
year, the municipality has 
bought 650 buses from Hun- 
gary's Ikarus. Sea transport 
will be expanded. - 

For the metro and the tun- 
nel, the municipality has vet to 
beard the higher eeh«T«na of 
the State Planning Organisa- 
tion (SPO) and the tre asury , 
the two critical paths through 
the budgetary process. Munici- 
pal offlcialB say both projects 


Proposed Istanbul Metro \tevsnt 






Swifi 


have already been approved by 
central go ve rnment as part of a 
transport masterplan for the 
city. 

P lans for the metro link 
have been prepared by the US 
company Parsons Brinckerfcoff 
International under a contract 


awarded in the mid-1980s, along 
a 18.2km route from Yenflcapi 
to Levent, Including 13 stations 
and a new bridge. Its estimated 
cost is S970m.The metro align- 
ment was proposed in earlier 
designs this century, and 
would be more cost-efficient 


than the light-rail transit sys- 
tem built under Mr Dalan, Prof 
Sozen claims. The latter has. 
peak hourly capacity of 50,00ft 
people, but is only carrying up' 
to S/ioa.day. -j ; 

This tunnel connection, would 
be 13km tong, crossing the Bos- 
porus from Silked in the old 
city toUskudar on the Asian 
side. It will: also provide an 
international lull link. 

- Unlike the first stage -of 
Ankara's, metro project, the 
Istanbul metro will-not be built 
on the Build-pperate-Transfer 
(BOT) method of private-sector 
franchising pioneered by the 
Turkish government Officials 
say other metros have, to be 
subsidised, and the Ankara 
project fa only a' partial BOT 
-scheme.- The contractor 'Will 
operate the metro for a year 
after the six-year construction 
period, to train staff in its oper- 
ation. 

Government spending 
squeezes are a key complaint 
of the social democrat mayors 
who took over TprkeyVmain 
cities in the local elections last 
March. 


US fights Thai 

cigarette ban ?■ 

THE DS yesterday asked for 
Gait: adjudication in Jts four- 
year-old dispute with Thailand 
over that country’s ban an cig- 
arette imports, William DuS- 
force reports, 

Mr Rufus Yerxa, Deputy DS 
Ttade ftepreseniative, told the 
Gatt Council that except for 
one shipment in 1980, the Thai 
government had allowed no 
imports of US cigarettes since 
107®, ... 

This dearly violated its Gatt 
obligations and Bangkok had 
recognised that its taxes on 
cigarettes discriminated 
against imported articles, bet 
the JJS had foiled to resdve the 
issue in bilateral talks. 

. Thailand, however, resisted 
the US request forthe estab- 
lishment of a Gatt disputes 
panql, , claiming the consulta- 
-tion procedure had not been 
exhausted.: ■ " 

In other business, the Coun- 
cil im p roved the protocol under 
which Ttmisfa wiB join Gatt 
and decided to establish work- 
ing parties to revise the terms 
of Poland's membership and to 
negotiate Bulgaria’s accession. 


Colombia accuses US of 
flower-trade harassment 


Caribbean tourism responds to the winds of change 

Canute James in Kingston finds some islanders worried about events affecting the holiday business 


COLOMBIA accused the US of 
trade harassment yesterday In 
a protest to the Gatt Council 
over Washington's decision to 
raise to 8.5 per cent its anti- 
dumping duty an Colombian 
cut-flower imports, William 
Dullfbrce r epor ts . 

The US had carefully and 
shrewdly orchestrated action 
to finish off Colombia's flower 
export business, Mr Felipe Jar- 
amino, head of Colombia's Gatt 
delegation, said. 

Many trade officials saw the 
US action as harsh, when Col- 
ombia badly needs to diversify 
exports, in its collaboration 
with the US in the anti-drugs 
war. Mr Rufus Yerxa, Deputy 
US Trade Representative, said 
the US derision was only pre- 
liminary. A final one would 
come in April. 

Colombia is the world’s sec- 
ond biggest exporter of cut 
flowers, mainly chrysanthe- 
mums and roses, after the 
Netherlands. About 80 per cent 
of its output, worth some 
3130m (£76m), goes to the US, 


where producers have com- 
plained Colombian growers sell 
their flowers below production 
cost Last month, the US Inter- 
national Trade Commission 
raised the tariff on Imports 
from 4.4 to &5 per cent 

Mr Ja ramfOn said Colombian 
flower growers had hardly any 
state support following agree- 
ments sifter investigations in 
the US into alleged subsidies. 
The US Commerce Department 
had then started an anti-dump- 
ing inquiry, leading to the 
near-doubling of the duty 
imposed In February, 1967. 

Flowers were perishable, and 
faced highly-volatile prices, so 
anyone could be accused of 
dumping at some time. In 

defining d amping , Washing to n 
had compared export prices to 
the US with those to Europe, 
without conceding Colombian 
flowers faced substitute prod- 
ucts and high demand elastic- 
ity in Europe itself. The US 
evidence was flawed, based on 
a sample of only 15 out of 240 
producers, Mr Jarautfllo a d it fe d- 


F ew people on the Carib- 
bean know about the 
"Siberian Express" 
- the winter storms with 
freezing temperatures such as 
those which hit North America 
over Christmas. But while the 
cold was uncomfortable for 
millions of North Americans, it 
wanned the hearts of Carib- 
bean hotelier s and the adminis- 
trators of the region's tourism. 

The shivering hordes are 
always likely to seek refuge on 
Caribbean beaches, supporting 
an industry which has become 
the main pillar of several 
national economies. Just over 
20m tourists visited the Carib- 
bean last year, with the resort 
countries naming an estimated 
$7bn from the industry. 

But there is growing concern 
at the volume of arrivals from 
North America, and the 
increasing competition which 
the Caribbean is faring from 
other regions. A decade ago the 
US waB the source of between 
70 and 80 per cent of tourists 
taking their holiday in the . 
Caribbean. The US market 
share has declined progres- 
sively to 60 per cent today. 

The region increasingly 


looked towards western 
Europe, aided by aggressive 
p iarfrwHng- god riwwff i ^ m cur- 
rency values, to make up the 
US decline. One compensating 
factor is that Europeans tend 
to stay longer and mend more 
money in the Caribbean than 
do North Americans. 

- However, hoteliers in the 
region fear that a successful 
effort to increase the volume of 
tourists in the low . sea- 
son - the northern sum- 
mer-will be undone by the 
political changes which have 
swept eastern Europe In the 
past six months. “Both North 
Americans Europeans wiB 
hardly pass up a chance to 
visit these eastern European 
countries In the summer," 
suggested one Jamaican hote- 
lier. 

“The attraction of looking at 
countries which have literally 
been locked away from them 
for SO- long is undei-Btandahle. 
They may- not want to go in 
the winter, hut they will in the 
summer. 

* - Xh addition to wh teh mflHn na 
of North Americans, particu- 
larly in the US, have their eth- 
nic roots in eastern Europe. 


We in the Caribbean will suffer 
fr om this." 

This view is (fiscounted by 
thn re gi o n ’s tourism adminis- 
trators. “I tfoinlc that OUT wrin 
competitors will remain the 
warm weather destinations in 
tiie world such as Mexico and 
places in the United States like 
Florida, the Indian Ocean 
Africa^” said Mr Jean Holder, 
secretary-general of the Carib- 
bean Tourism Organisation 
(CTO). 

Barbados and the Dominican 
Republic are two destinations 
which have fawn making the 
most of the gr owing European 
market. Charter companies 
have been increasing the num- 
ber of fhghteto Barbados from 
parts of Britain, while the 
Dominican Republic is 
favoured by growing numbers 
of visitors from France, Spam, 
the Netherlands and Austria. 

In the fees of the potential of 
eastern Europe and other tradi- 
'tional resorts to cut.into the 
Caribbean’s market. share* the . 
region is trying to develop new 
markets. ■ ■. 1 

The CTO recently sent amis- .. 
sion to Japan to explore the 
possibilities of substantially 


increasing email number of 
Japanese tourists who visit the 
region. The mission concluded 
that a breakthrough in the Jap- 
anese market would depend on 
chang es in such areas as air 
fares, over which the. Caiib- 
bean resion has no contro l. 

There appears to be tittle 
worry in some parts of the 
Caribbean that the gr o w t h In 
the tourism industry will not 
continue. The Dominican 
M mMc, for M«npi«, which 
earned an estimated $650m 
from tourism last year, is 
expanding its number of hotel 
rooms by 16 per cent, and will 
have 18.500 zooms by this year. 





W hile there is agree- 
ment that the growth 
in the industry will 
continue, there is concern that 
room capacity _ Is already 
unevenly distributed, and that 
many countries, such as- Gren- 
ada, are desperately in need of 
more rooms to fully exploit its 
potential as a resort 
Another ambitious develop- 
ment is being watched closely-' 
by the region's tourism admin- 
isteators. Cuba, which is not a 1 
member- of the CTO, is hoping 


to spend about $400m building 
new hotels and rehabilitating 
existing pros* ami constructing 
airports - all part of the gov- 
ernment’s effort to get more 
out of an industry which was 
important to the island’s econ- 
omy before Fidel Castro's revo- 
. lotion, but winch has suffered 
.since. „ 

■ The ' intention, now that ? 
other sectors of the economy 
have been under pressree, is to 
lift the volume of tourists to at 
least 601,000 in four years, 
increasing earnings to about 
3300m .per year, according to’ 


Cuban officials. 

The immediate prospects for 
- the- current Caribbean high 
season are quite promising. 
The CTO is predicting a two 
-per cent Increase in visitor 
arrivals to the region during 
the high season which .runs 
-from mid-December to mid- 
ApriL 

ft expects jittie or no growth 
in visitor arrivals from the 
United States, and says the 
Canadian and European mar- 
kets will . show marginal 
increases. 
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They may not look like the world’s most 
exciting locations, but Heerlen, The 
Netherlands, Adligenswil, Switzerland, and 
Burgess Hill, U.K., are homes to the world’s 
most exciting business news. 

With the opening of our new Burgess 
Hill plant The Wall Street Journal Europe 
has its third European printing facility. 

It’s testimony to our commitment to our 
European readers. 

Apd testimony to their commitment 
to The Wall Street Journal Europe. 

. Our unrivaled coverage of Asian and 
North American business developments, 
along with our in-depth, objective coverage 
of European business news, has earned us 
readers in record numbers. 

The opening of our third European 
facility assures these readers that, no matter 
where in the world today’s major developments 
take, place, everything they need to know 
about them will be found without ever leaving 
the neighborhood. ' 

Ebr information or a trial subscription 

call Heerlen, The Netherlands, 31.45771 37.77 
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Koyo Seiko 
to build UK 
ball bearing 
factory 


By Charles Leadbeator, 

Industrial Editor 

KOTO SEIKO, the leading 
Japanese ball b earin gs mass* 
facturer yesterday announced 
plans to Invest SSthn to build a 
plant at Barnsley, in the heart 
of the South Yorkshire coal- 
field In northern England, rek- 
nowzted as one of the mnwt mfi- 
itant areas to the British coal 
industry. 

The plant will eventually 
employ about 400 people to an 
area which has lost 15,000 min- 
ing jobs as a result of ptt clo- 
sures since the end of the 
1384-85 miners’ strike. It will be 
built in a business pa rk cre- 
ated by a £6m land reclamation 


scheme at toe former rite of 
Dodsworth colliery which 
closed in 1S85 with the los s of 
1^)00 jobs. 

The Koyo Seiko investment 
is a significant boost for 
attempts to attract inward 
Investment to redevelop Turk- 
shire and Humberside’s indus- 
trial base after the etmtr**ttnn 
of the region's traditional steel, 
coal and engineering: indus- 
tries. 

Koyo Seiko’s plans mean 
that Japanese manufacturers 
will take up an increasingly 
significant role within the Brit- 
ish ball bearings industry, ft 
comes little more than a month 
after Nippon- Seiko (NSK), 
Japan’s top ball bearings maw , 
ufacturer agreed to pay £145xn 
for United Precision Industries, 
the. largest British owned bear- 
ings manufacturer. 

Mr Saburo Oneo, Koyo Sei- 
ko’s executive vice-president 
said the plant’s output would 
replace about 35 per cent of the 
company's current exports 
from Japan to European cus- 
tomers such as Mercedes Ban, 
BMW and Opel. Tbe company 
decided to invest in Europe 
mainly because the strength of 
the Yen was cutting 
on exports and ft feamd that 
after 1992 there would be 
tighter restrictions on Japa- 
nese imports. The plant will 
start production nut year with 
50 per cent of its output using 
local UK content, rising to 75 
per cent 

Although Koyo Seiko has 
dose links with Toyota, the 
Japanese car manufacturer, 
which is b unding an assembly 
plant near Derby, Mr Deno said 
the DodsWoxtn plant was 
designed to serve mdating cus- 
tomers rather than the green- 
field Japanese car plants. 

Barnsley-won - the invest- 
ment in stiff competition with 
a location to the Netherlands, 
where Kbyo Seiko was offered 
more than twice the SS£m to 
government subsidy it will be 
provided with under the UK 
Government’s regional selec- 
tive assistance proya mm e. 

• Bichard Tomkins writes: 
Keiper Recaro, i si leading West 
German car seat maker, is to 
set up a m anufacturing plant 
in Birmingham which is expec- 
ted to employ more than 300 
people by the mid-1990s. 

Its £5m plant will initially 
employ 96 people making the 
mechanisms at present 
imported from the parent com- 
pany. 


Where 


IT ZS too early to know whether the 
“listening device" Laing Properties, 
says it found to a senior executive’s 
office has any connection to the hos- 
tUe takeover bid the company faces, 
writes Clay Harris. 

Electronic -s wee pi ng* to check 
fqr hugs is a costly exercise. One 
merchant famk. which says it rou- 
tinely has its offices swept Quarterly 
and sometimes as often as once a 

week during particularly hotly con- 
tested bids, estimates the cost at 
£2&000 a year. 

fart there was cons ide rable scepti- 
cism yesterday about how fre- 
quently such devices are used and 
even how useful they might be to a 
contested bid. One banker said, half 


In jest, be would much rather know 
what large shareholders woe say- 
tog rather than be privy to direc- 
tors' tourings. 

Nevertheless, the di sc ov e r y of the 
bug focuses attention on too fron- 
tier bet ween illegal snooping and 
genuine “due dDIgence" investiga- 
tions. 

A bidder and its advisers must 
assure t hems e lve s about the target's 
financial statu, as Ferranti found 
to Us cost with International Signal 
and Control. 

From Lainjr’s anno uncemen t It is 
not even dear whether an offence 
had been committed. The possession 
or mere placing of eavesdropping 
devices is not Illegal In the UK, 


according to Mr Alastair Kalman, a 
barrister specialising to computer 
law. Electronics shops openly dis- 
play and sell them without restric- 
tion behind toe flgieaf of “for export 
only" signs. 

An offence is committed, however, 

if tbe device is activated to monitor 
conversations. 

The most famous bugging opera- 
tion related to a contested UK bid 
came in 1986 shortly after Wool- 
worth Holdings (now Kingfisher) 
successfully defeated' an offer by 
Dixons. 

Three men were convicted In 1988 
of placing the bug which was found 
- in a biscuit tin - connected to the 
telephone ||n * outside the of 


Sir Peter Hopper, buying director 
for Woolworth’s Comet subsidiary. 
One told the court he had been hired 
by Dixons to investigate former 
staff. Dixons itself never commented 
outlie case. 

Other methods of surveillance, 
although equally distasteful, are not 
Illegal and are perhaps less suscepti- 
ble to detection. They Include infil- 
tration of contract cleaning compa- 
nies and having executives followed. 
Disgruntled employees also flood 
combatants in a bid with offers of 
information; these rarely turn out 
to be useful, bankas say. 

More common is a detailed inves- 
tigation of published information, 
pins talk about the marketplace to 


ascertain the reputation of a com- 
pany and its key executives. 

This Is not always completely 
above faoanL The inquisitive corpo- 
rate headhunter or management 
consultant may be less, or more, 
than he seems. 

Snch “research” can, however, 
produce useful information. In the 
battle for Distillers in 1986, for 
example, investigators discovered 
that the Harvard degree which Mr 
James Gnffiver of Argyll Group had 
claimed for years did not exist. The 
revelation probably had no bearing 
on the outcome of the bid, which 
was won by Guinness, but It cast 
doubt on Mr Gulliver's credibility at 
a critical juncture. 


D i rector s cannot even trust their 
boardroom colleagues. After Domin- 
ion International Group collapsed 
earlier this year, it emerged that the 
financial services company's forma 
chairman had engaged detectives to 
follow two fellow directors who had 
attempted to mount a coup against 
him. The exercise cost more than 
£100,000 and found nothing of con- 
sequence according to Dominion’s 
new management. 

Laing’s discovery will provoke a 
few days of excitement about eaves- 
dropping. followed by more business 
for “security consultants”. 

Whether It gives a firm indication 
about the current state of corporate 
morality is far less certain. 


Thatcher told of 
risk of disaster 
over local tax 

By Philip Stephens, Political Editor 


Margaret Thatcher 
local mmHi* in the 


MBS 
accused 
UK of extravagant increases to 
spending as her supporters at 
Westminster warned that the 
replacement of the rating sys- 
tem of local government 
finance by the hew “poll tax” 
risked turning into a political 
disaster for the Government. 

Senior Conservative Party 
managers said yesterday that 
morale among backbench MPs 
and grassroots supporters 
around the country had 
dumped amid mounting pro- 
tests from constituents against 
the expected levels of the tax 
when it is introduced in 
and Wales on April L 
Thatcher appeared to 
acknowledge that, on present 
trends, the average level of the 
annual community charge, or 
poll tax, could turn out to be 
about £90 hj ghpr tbap the £278 
per person forecast by the 
Department of the Environ- 
ment only a few months -ago. 

A charge at that level of £370 
would add about BTC points to 
the retail price index which. . 
alongside the recent rise in 
mortgage rates and other 
prices Increases in the pipeline, 
could push tbe inflation rate - 
over 8 per cent 
The Government is expected 
to delay the im pending by-elec- 
tion In Mid-Staffordshire until 
after the Budget on March 20 
in the hope - that the f urore 
may have begun to subside. 
The most favoured dates for 
the poll, which follows the 
death of the sitting Conserva- 
tive MP, are March 22 or March 

-29.' 1 -i - v ;*fti . i r - ?... ■ '..v-t. _. 

Ministers, however, believe.' 
the combination of the high 1 
mortgage rates and the poll tax 
will anyway threaten what 
would normally be regarded as 
an impregnable majority of 
IA600. 

As two solidly Conservative 
local councils - Kensington and 
Chelsea and Redbridge • both 
to the London region, joined 
scores of others around the 
country to announcing charges 
well above those recommended 
by the department, Mrs 
Thatcher said the Marne rested 
firmly with the local authori- 
ties. 

During angry exchi 
with Mr Nefl Klnnock. 


opposition Labour Party 
leader, in the House of Com- 
mons, she accused the authori- 
ties of iyring the switch from 
the rates as a cover to boost 
their spending and shift the 
htiwift on to the Government. 

Labour councils were most 
at fault but, in an explicit 
rebuke to soma Conservative- 
controlled authorities, she said 
coundb of “whatever 
complexion" should keep their 
public spending down. 

- The Prime Minister added 
that the Government intended 
to publish figures showing 
what the equivalent rise In 
rates would have been if the 
Government had hot sw itc he d 
to the poll tax. The present 
trend suggested that house- 
holds would have faced 
increases of about 85 per cent 
to their rates tills, said. 

The growing unease among 
wmmwk MPs, however, was 
articulated by Mr Anthony 
Speller, Conservative MP for 
Devon South, who asked Mrs 
Thatcher what ' had “gone 
wrong with the arithmetic 
relating to the community 


backbenchers have 
told party managers that they 
are finding it impossible to 
defend the charge in their con- 
stituencies and they are pre- 
dicting heavy losses for the 
Government in the May local 
elections. 

Many are i «w« in g Mr Chris 
Patten, Environment Secre- 
tary, to use bis legal powers to 
“cap" the spending- of their 
authorities to force down the . 
Jevel^of -charges. Ministers,': 
however^ ere playing down ean- 

Hor mflyB l fcuM - fhnti iMiim tfutn 1 

100 authorities might be 
capped. •' 

Mr David Blunkett, Labour's 
local authority spokesman, 
said that Mr Fatten had been 
forced to recognise that such a 
move would create administra- 
tive chaos and would force 
many load authorities to cut' 
spending on crucial services 
such as education. 

Mr Patten is to press the 
Treasury for a large infection 
of additional tends for local 
authorities next year bat that 
will not take the political 
'sting* oat of this year’s 


Guinness trial told of “very close” links between Tom Ward and Ernest Saunders 

Jury told of decision to compensate Margulies, ZKB 


By Raymond KuglMW, Law Courts Correspondent 


MR Ephraim Margulies, 
chairman of Berlsford Interna- 
tional, asked only for “some 
kind of help and comfort” in 
the future from Guinness when 
he agreed to support its take- 
over bid for Distillers, the jury 
in the Guinness trial in Loth 
don heard yesterday. 

However, said Mr Olivier 
Roux, Guinness's director of 
film tu»i» at the timft of the bid, 
when Mr Margulies lost money 
on the a*!** of Guinness shares 
he bought during the bid, 
Guinness decided to compen- 
sate Mm. 

Mr Roux is the first witness 
to the trial to which Mr Ernest 
Saunders, former Guinness 
chief executive, Mr Gerald 
lUmson, chairman of the Heron 
group, Mr Anthony Fames, a 
City of London stockbroker. 


and Sir Jack Lyons, the mil- 
lionaire financier, have denied 
criminal offences to relation to 
an unlawful share support 
operation allegedly mounted 
by Guinness during its 1986 
battle with Argyll for Distill- 
ers. 

“The commercial decision 
was tii at Guinness ought 

not to leave a major debt 
behind. We could not predict 
the way the debt might be 
called in." Mr Roux said. 

. He said it had been clear 
that Mr Margulies’ support for 
Guinness was going to cause 
Mr Margulies a fairly major 
loss. 

Although the “debt" was nei- 
ther contractual nor enforce- 
able, “I was concerned that Mr 
Margulies might put a lot of 
moral pressure on Guinness 


later for help and that might 
lead to Guinness losing a lot 
more money than the loss Mr 
Margulies had sustained,” Mr 

Pftiw 

Mr Roux said that to mid- 
June 1966 Sr Jack Lyons had 
told him that Zentralspar kasse 

Und Wftiwmftrrfal Rant — VlfR 
— an Austrian bank which w 
been a Guinness supporter dur- 
ing the bid, had lost abont 
£250,000 when it sold its Guin- 
ness shares. 

Mr Roux «iid Mr Saunders 
had agreed to compensate 
ZKB. 

Asked about the relationship 
between Mr Saunders and Mr 
Tom Ward, a US attorney and 
non-executive director of Guin- 
ness, Mr Roux said it appeared 
to be “very close and very 
friendly. I formed the impres- 


sion that Mr Ward was one of 
the closest business associates 
of Mr Saunders. Mr Saunders 
appeared to rely on Mr Ward’s 
advice." 

Mr Roux said that Mr Ward 
had performed many roles dur- 
ing the bid. He had been to 
touch with the US side of the 
share support operation - first 
with Mr Mesbulam Riklis, 
chairman of Schenley Indus- 
tries, the drinks distributor, 
and then with Mr Ivan Boesky. 

Mr Roux said that after the 
bid succeeded Mr Ward told 
him he needed £5£m to pay 
hilly incurred in the US. 

Mr Ward had said that an 
invoice for fsjxm would come 
from Marketing & Acquisition 
Consultants, a Jersey company 
to which Sir Ward’s one-off 
$100,000 had been paid, because 


Sir Ward wanted to “maintain 
confidentiality." 

Mr Roux said he checked 
with Mr Saunders to be sure 
that none of the £5J2m was 
going to Sir Ward himself. 
That was because Mr Ward 
was a Guinness non-executive 
director and directors’ remu- 
neration had to be approved by 
the board. 

Mr Saunders had told him 
that the money was not for Mr 
Ward and that the invoice 
should be paid. 

Mr Roux said that his under- 
standing had been that the 
payment was for work done 
nniiw Mr Ward’s managemen t 
in the US. 

He added: “That seemed to 
be also Mr Saunders’ recollec- 
tion." 

The trial continues. 


Somewhere beneath the Channel machines rumble 


Andrew Taylor considers the financial and engineering difficulties ahead for Eurotunnel 


THE MASSIVE tunnelling 
machines gonging out the 
difliir njari beneath the British 
and French coasts have contin- 
ued to thunder in spite of the 
unseemly boardroom row over 
management of the construc- 
tion contract for the Channel 

tBnnwl 

The differences between Mr 
Alastair Morton, Eurotunnel's 
combative chief executive, and 
the . chairmen of the construe* 
tion companies digging the 
R Qkm tunnel, have produced a 
fascinating drama which has 


even managed to involve the 
Bank of England. 

But the split over Mr Mor- 
ton’s appointment and public 
rowing over his style have 
diverted attention away from ja 
series"of ci™*T financial. 'and 1 
cagtaacring difficulties which 
stfll have to be resolved. 

If Mr Morton is guilty at a 
tactical error, it is- that -bis . 
uncompromising public criti- ' 
cism. of the contractors has 
allowed the construction com- 
panies to turn the debate into 
<me: about his personal style 
rather than the fundamental 
issues of the escalating cost of 
the project and the perfor- 
mance of the contractors, f 

Eurotunnel the publicly 
quoted Anglo-French group 
which won a 55-year conces- 
sion to finance, build and oper- 
ate the tunnel four years ago, 
has appointed a new project 


management team which must 
start to resolve same af these 
issues with the contractors in 
order to attract more invest- 
ment from hanicg and share- 
holders. 

Construction costs have 
risen to £7.2bn compared with 
an original forecast of tifen. 
This leaves a shortfall of more 
than £lbn to find to aririftfow to 
the £6bn in loans, . standby 
credits and equity negotiated 
by Eurotunnel in 1986 and 
1987. 

T,»ter this year, Eurotunnel 
is expected to look to raise up 

Construction costs have 
risen to £7Abn compared 
with an original f orecast of 
£4Abn. This leaves a short- 
fall oft more than £Um to 
find In addition to the £6hn 
In .loans, -standby credits and 
equity negotiated by Euro- 
. tunnel in 1986 and 1987 

to a further £L5bn - mostly 
from International banks bat 
also through a rights issue 
- to cover the-extra cost erf 
construction. Before they part 
with tiipfe money, hanks- and 
shareholders wifi need to be 
aatigfifld that: 

» Costs will not rise further. 

• The cost of meetin g safety 
and operational requirements 
will not alter the financial 
dynamics of the project 

• There will be no more con- 


struction delays and thaf tbe 
target date for opening the tun- 
nel - June 15 1993 - will be 
met 

• Revenue from ticket sales 
will be sufficient to give inves- 
tors an adequate return in 
spite of the increased cost of 
construction. 

To be fair to Eurotunnel, 
nobody , can be really sure of 
how Tnnnh extra traffic th e tun- 
nel will generate when it opens 
in three years time. 

As one London manager at a 
Japanese bank said in 1987: 
“You drive down to Dover to 
see the long queues of cars and 
lorries waiting to board ferries 
for the Continent and you are 
either impressed or you are 
not” 

The Japanese bank was 
Impressed. It is among a group 
of Japanese banks which have 
provided about a quarto: of Urn 
£5bn of loans and standby cred- 
its negotiated with more than 
200 international banks. 

There are also differing 
views among analysts abont 
what feres should be charged 
and how these will compare 
with those likely to be set by 
ferry com p anies. Eurotunnel’s 
prospectus forecasts a real 
return of 17 per cent to inves- 
tors over the life of the 65-year 
concession. Higher construc- 
tion costs will. If nothing else, 
delay the payment of first divi- 
dends to shareholders. 


The size of the construction 
bill win depend, in part, on 

hOW finonrial rfahrra maria by 
Transmanche against Eurotun- 
nel, are resolved. 

These will be subject in the 
craning months to normal arbi- 
tration procedures winch are 
provided for in many construc- 
tion contracts. The claims 
which will- be dealt with indi- 
vidually, however, could go to 
litigation if the two sides still 
cannot agree. 

Mr Alan Cleary, director of 
legal services to the British 
Building Employers Confedera- 

Modifi cations to tunnel 
boring rnm-htrum iH g yhi p the 

main tamwle rnirinr TTTC warf 

have doubled the progress 
rate'. -More than 4km were 
dug by UK tmmelers In the 
six weeks since January 8. 
compared with 2km between 
October and November 

tion. said: “In the majority af 
cases, disputes are settled on 
site, usually by a compromise, 
to avoid the cost of long delays 
while legal action is pursued." 
Individual contractors will 
have to decide whether to 
include in their accounts provi- 
sions for possible future losses 
an the construction contract. 
Meanwhile modifications to 
the tunnel-boring machines 
digging the main rail tunnels 
under the British coast have 


doubled the rate of progress. 
More than 4km were dug by 
British tonne lie rs in the six 
weeks since January 8. This 
compares with just 2km by 
British engineers in the six 
weeks between October 1 and 
November 5 last year. 

Progress on the French side, 
making the samp comparisons, 
improved from 2.7km to 3.3km 
over the same period. By yes- 
terday about 58km of the three 
tunnels had been completed 
representing just under 40 per 
cent of the tunnelling. More 
than 35km of the service tun- 
nel has been completed leaving 
Just 14km to go. 

Altogether more than £1.5bn 
has been spent on budding the 
project. Most of those working 
. am the project believe that 
work is so far advanced that it 
would be very difficult for the 
contractors or bankers to pud 
out in spite of a warning by Mr 
Andre Benard, Eurotunnel 
chairman, that the project 
could still fail. 

The difficult ground from 
2km to 5km out from the Kent 
coast will soon be behind the 
UKh engineers. Conditions 
should then Improve judging 
by the experience of the ser- 
vice tunnel The service tun- 
nel, linking Britain and 
France, is due to be completed 
by December provided this 
ill-starred project hits no fur- 
ther problems. 
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Anglo-Irish leaders seem unlikely to produce framework for inter pa 


Hopes recede for political agreement in Ulster 


By Our Belfest Correspondent 


HOPES for political progress In 
Northern Ireland In the imme- 
diate future receded yesterday 
after Mr John Hume, leader of 
the nationalist Social Demo- 
cratic Labour Party, firmly 
ruled out suspension of the 
Anglo-Irish Agreement to allow 
inter party talks to begin. 

Speaking after a two-hour 
meeting with Mr Peter Brooke, 
Northern Ireland secretary, Mr 
Hume challenged Unionists to 
“get their act together” and 
Speak with a united voice. 

Mr Hume «aid there was.no 
question of the Agreement 
being put into "cold storage” to 
allow talks between constitu- 
tional leaders to be gin , a key 


made by Unionist lead- 
ers the Rev Ian Paisley, and Mr 
James Molyneanx, when they 
met Mr Brooke on Monday. 

Mr Brooke admitted yester- 
day that inter party talks were 
a possibility rather than a 
probability although Us dis- 
cussions with party leaders 
had brought the debate into 
sharper focus. 

However, it appears that the 
views of the various party lead- 
ers are unlikely to produce a 
framework for dialogue. Mr 
Paisley and Mr Molyneaux 
insist that the British Govern- 
ment must declare its willing- 
ness to replace the agreement 
with a new negotiated settle- 


Belfast shipyard 
privatisation 
prompts new row 

By David White, Defence Correspondent 


THE GOVERNMENT faces 
another row over its handling 
of privatisation following 
charges of “subterfuge” in the 
way a £22.5m compensation 
payment was made to Harland 
and Wolff, the Belfast ship- 
yard, at the time of its transfer 
to the private sector last year. 

The charges, in a fiercely 
worded report from the Com- 
mons Defence Committee, 
come amid a continuing politi- 
cal controversy over "sweeten- 
ers” paid to British Aerospace 
in the 1988 privatisation of the 
Rover Group. 

The cross-party committee 
attacked what it described as 
Tat best sharp practice” in the 
way the Government obtained 
parliamentary authority for 
the payment. "The evidence 
before us suggests that a sub- 
terfuge has been attempted 
upon parliament," it said. 

The payment, to settle a 
claim by the shipyard against 
the Ministry of Defence for 
causing delays on a contract, 
was included in a “supplemen- 
tary estimate” presented to 
parliament in November. This 
was' just after completion of a 
management and employee 
buy-out of. Harland and Wolff 
backed by Mr Fred Olsen, the 
Norwegian shipowner. 

The shipyard had claimed a 
total of £45 .3m In reimburse- 
ment of costs an a 1984 con- 
tract to convert a_ container 
vessel into an aviation training 
ship capable of carrying hett 
copters and jurap^ets- 

The £22.5m payment made 
by the MoD was tak en fro m an 
underspend on other naval pro- 
curement programmes. 

However,- toe committee said 
the payment was "substan- 
tially greater” thaw the MoD 
regarded as justified. The real 
reason for it was fear that the 
privatisation plan would fail 
un d that the shipyard would 
dose. This would have meant 
breaking off work under way 
at Harland and Wolff on a 
£130m auxiliar y oiler replenish- 
ment ship contract, one of two 
vessels under construction at 
the Belfast yard. 


The MoD reckoned that amt 
plgHng this contract in annOttar 
yard would have cost an extra 
£2Qm. 

Ha rland and Wolff WHS to 
use the £22£m payment to help 
repay grants from the North- 
ern Ireland Department of Eco- 
nomic Development. However, 
the department would not gain 
from this since its public 
expenditure provision was 
being reduced by the same 

am firm* 

The nommStfaw was told by 
officials that the money would 
find its way back into toe MoD 
budget in provisions for the 
new flmmcMl year starting in 
April. It described this 
accounting process as “a 
bizarre fiscal gavotte.” 

The committee also attacked 
the MoD’s "hasty and mud- 
dled” handling of the £49m 
conversion project which gave 
rise to the shipyard’s Claim. 
The price far transforming the 
container ship Contender 
Bezant, which was converted 
from trade use during the 1982 
Falklands crisis, into the 
Argos, a training ship with a 
flight deck, was "very substan- 
tially below” a rival bid from 
figiwmen Laird of Birkenhead. 

It said toe MoD was "indif- 
ferent to the extent towMCh 
- Har land and Wolff’s price was 
indeed realistic, in the full con- 
fidence that another govern- 
ment .department would, be 
standing by with public fends 
to cover airy losses made.” 

The ministry also made "an 
unfortunate mjgjudgment” by 
giving the shipyard responsi- 
bility for chooring electronic 
systems for the vessel, it said. 

Mr Michael Ndubert, the 
junior defence procurement 
minister, accused the commit- 
tee of using "fenny phrases to 
attract the headlines.” 

Speaking on BBC Radio 4, he 
said the story had had a 
"happy ending.” No public 
money had been lost and "the 
MoD ended up with a ship 
judged to be a success.” There 
was nothing "untoward” in the 
transfer of fends between Gov- 
ernment departments. 


meat and that the accord 
becomes inoperative during 
such talks. 

Mr Hume’s p« rifl n n remains 
that he is prepared to enter 
folks without preconditions 
about a possible new agree- 
ment that would “transcend in 
importance” anything readied 
before. The SDLP leader said 
Mr Brooke bad not raised the' 
question of. suspension during 
yesterday’s meeting. 

■ The . Unionist leaders have 
agreed to meet Mr Brooke 
again next month after he has 
considered suggestions made 
on Monday. 

Meanwhile reports feom 
Dublin that the SLA is ready to 


enter talks with the British 
. Government were discounted 
■ by? Sinn Fein, the lRA's-PoUtt- 
cal wing in Bdfost yesterday. 

A Sinn Fein spokesman said 
the party did hot believe the 
statemen t bad been made by. a 
baba fide spokesman for fofi 
Republican movement. Mr 
Brooke also reiterated there 
was no question of the Govern- 
ment speaking to Sinn Fein 
whfle.il support 

for terrorism. •" 

. In a separate development 
yesterday Mr Brooke reaf- 
firmed his support' Tor the 
Ulster Defence Regiment in the 
light of Monday’s Panorama, a 
BBC current affairs pro- 


gramme, which highlighted 
court cases in which, smdters 
. from, the Regungtt werecoa- 
victed of terrorist offences 
against Catholics. 

. Mr Brooke said a large part 
of the' programme dealt with 
an Individual who has since 
left the Regiment and that the 
vast majority of members 
served the entire community of 
Northern Ireland. . - 
Mr Paisley, who Is handing 
■ in a petition to Downing St 
today, has demanded a meet- 
ing with BBC chairman Mr 
Marmaduke Hussey to register 
'.what he called bis disgust at 
the programme’s nnfiti r treat- 
ment of the Regiment. 


Industry caught in the winds of world chan 
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Between 80 and 100 important trees were blown over at London’s Royal Botanies! Gardens at Hew 
during January's storms closing the gardens several days. There arejnoeaahig feus of ferther 
damage as the worid’s weather becomes Increasingly volatile . ■ 

Insurers urged to weather the 
increasingly frequent storms 


By Patrick Cockbum • 

Thk fnR TTr»mcB industry must 
accept the feet that world 
weather conditions have 
become more volatile and must 
seek to reflect Increased claims 
In its premiums, according to 
Mr Graham Dimmock, a senior 
manager at Swiss Re, Europe’s 
second largest reinsurance 
company. 

Regardless of whether the 
greenhouse effect really 
existed, the insurance industry 
was having to cope with bigger 
and more frequent climatic 
catastrophes, he said. 

Addressing the Insurance 
institute of London Mr Dim-, 
mock pointed out that in the 
UK the seven warmest years 
since temperature records 
began had all been in thp 
1980s. 

In ascending order of tem- 
perature these were 1986, 1980, 
1989, 1981, 1988, 1987 and 1988. 
Winters were getting colder 
with freezes in 1981, 1988, 1984, 
1985 and 1987. 


One explanation for the 
greater -volatility- of climate, 
might be that Ibl0- 1960 was 
themfldest 50 year period in 
the past 1,000 years. Bed this 
period was also when insur- 
ance companies assembled the 
. weather .data. on. .which, their. . 
premiums and exportations, at 
loss are based; — 7 ' r ' 

■■■ Mr Dimmodc: said that one 
. problem about . predicting 
changing weather patterns. and 
fee amnrmt of insured fbwnag w 
they might inflict was that the 
reinsurance industry had tradi- 
tionally neglected .windstorm . 
research for research into 
earthquakes;, partic ularly thwfr 
impact ! on California and 
Japan. 

Mr Dimmock said that given 
the present overcapacity in fee - 
insurance market it was unre- 
alistic to expect insurers to 
make dramatic increases in 
pricing until more disasters 
had occurred. In the long term, 
however, Mr Dimmock said: . 


.“We have to react to c h an g in g 
weather patterns with a pric- 
ing response or our sharehold- 
ers might eventually decide 
there are better ways to deploy 


fence the October hurricane 
. in. the United Kingdom in 1987, 
wife insured damage of £L8bn, 
Insurers and reinsurers have 
been hxt by Hurricane Hugo in 
the Caxribean and the United 
States ($9bn) and the storms 
which have hit the British Isles 
and western Europe in Janu- 
ary and early February. 

Mr Dimmock said it was still 
too eariy to calculate the losses 
from fee storm on 25-27 Janu- 
ary wife industry estimates for 
fee. continent -and fee United 
Kingdom varying between 
£1.4bn and £2.3bn. Some 
£300m-£400m of this was in 
Germany * 

Further windstorms in West 
Germany and France on 3-4 
February inflicted some £550m 
in insured damage. 
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Corporate renewal 

How Boeing is struggling 
to re-tool itself 

The US aircraft maker is rejecting paternalism and streamlining its 
design and manufacturing processes. Roderick Oram reports ' 


A t 435 tons, ft fully-laden 
Bootes 747-aoo is just as 
Strang as it looks. Kit its 
durability comes not atfty 
from complex structural pieces but 
from thousands of «m»n_ hand- 
crafted -shims". 

Ranging f rom thin rteCCB Of - foil 

up to intricate, chunks of metal, the 
shims ensure a perfect and stress- 
free lit between parts. But they also 
wreak havoc with construction 
costs. Making them is a timecon- 
suming job Cor the moat skilled 
machinists on the assembly 
"Sometimes it costa as muc h to 
make the shim as the part," says 
Mart WahBn, Boeing’s director of 
operations technology. 

The components meet exacting 
manufacturing specifications but 
tiny differences between them mul- 
tiply as the parts are buBt pp-teto 
an aircraft, thus - requiring eiiw 
Until recently, w o r k e r s aoBoelng's 
737 ami 75? lines, tor example, were 
spending up to a quarter of tbuebr 
time making shims or otherwise 
reworking or fiaetentog parts and 
asaembllei 

These Inefficiencies plus increase 
teg competition from Afrfeaa Jmtuft- - 
trie, the. Eu ro p ean a ii c raf t makte g 
conMrtbp, vne keeping Boeing’s 
airliner profit margins down around 
3 pear cent. It needed to generate 
more money' to hdp fond its snfitl- 
balUon dollar aircraft development 
programmes. For example, fit is con- . 
sidering whether to launch the 777, 
a twin-engine wide-body jet* . . 

Frustrated in Its attempts to 
improve productivity, Boring began 
to realise a few years ago that only 
a eomptete ebange faftoway it 
designed and made aircraft wndd 
bring big savings in time, money 
and materials and also improve 
quality. 

Devising unri i mpfamen th m 

new processes depends braver on a 
gradual change In Boring's culture. 
Half-way through a five to seven 
year transition period, ft is trying to 
turn itself from a paternalistic insti- 
tution into a more co-operative 
enterprise. 

A key dement is. to gfreworkma , 
mate responsibility and autonomy 
so unwieldy management struc- 
tures can be pruned. “A semi- 
authoritarian .type of management 
structure ft just not suitable" for 
achieving trig productivity gains, 
says Frank jShrwrtx, the chairman. . . 


The goal where design is con- 
cerned Is to simplify parts and 
assemblies and -to mate , more com- 
ponents common to different air- 
craft models. Engineers will be 
forced to jusfcUy, say, a new fuel 
system for the 777 rather than 
adapting fjm Mft, Computer-aided 

rififljtm in Iwlnhw to achieve thU tor 

example, vm* three-dimensional 
modelling c£ assemblies on screen. 

So (hr Bori ng h as designed only 
sections of aircraft on sc reen . But tf 
ft decides to launch the 777 soon, it 
Nans to do away entirely with blue- 
prints and computers will store all 
the » n g t»)BPrin^ date. 

It ft a trig step to design an entire 
aircraft by computer, “but 1 don't 
see this as a risk." says Phil Condlt, 
executive vice president of manu- 
facturing and bead of the 777 pro- 

When subcontractors 
have ran into 
difficulties, Boeing has 
dispatched as many as 
60 of its people to help . 
sort; out the problems. 
‘We’re partners - it's 
aa longer a weekend - 
romance’ 

gramme. Tfft a Ug organisational 
task bu t the oppestmtiftes are stag- 


Boeing has already simplified 
some fTwnrmhfint on nfatfag mod- 
els. One of the first projects was the 
737 door which, because of the long 
life of the aircraft model, had had 
its roots In i960* technology. The 
result was a highly intricate assem- 
bly with hundreds of parts, "It 
would make yon cry to watch them 
put ft together," WahBn says. 

On manufacturing technology, 
Boeing believes, it can further 
develop many of its existing tech- 
niques rather than seek radicri new 
ones. Through a better understand- 
teg of processes and the variables 
that create minute differences in 
parts, “we’re trying to create perfect 
processes," says Wablin. 

. ‘'Some processes are already dra- 
matically better today than they 
were three years ago,'’ says Coodtt. 
..A key approach Is greater use of 


optical, laser, ta c tile and other sen- 
sors to detect deviations earlier. 
Wabliq uses the example of wings 
on 797 airliners. They are attached 
to the fuselage with some 120 bolts. 
The bolt holes require utmost preci- 
sian because of the big temperature 
changes and huge loads an the bolts 
during flight .Even the most skilled 
machinist used to have 25 per cent 
of his holes rejected on a very 
expensive and critical component. 

But by using a new electrical sen- 
sor, deviations are detected and cor- 
rected even as each bole is drilled. 
The rejection rate ft now less than 
0J5 per emit. 

Since some 60 per cent of the 
parts that to into a ftnofag «trHnw 
are made by outside contractors, 
the company is beginning to imple- 
ment these new ideas with its sub- 
contractors. Bach month ft buys in 
75m porta of 82,000 types from some 
3,600 suppliers. 

"Over the past three years we*ve 
gone from an adversarial role to a 
close working relationship with 
suppliers," says Jim Blue, vice pres- 
ident of Boring's materials division. 
The old-style Boeing beat them 
down oh price and gave only 
short-term contracts for, say, parts 
for just 20 aircra ft at a time. 

Tin mew-style Boeing ft 
contracts for up to 10 years wl 
encourages suppliers to invest in 
machinery and work with Boeing 
on Improving the quality and price 
of parts. When subcontractors have 
run into difficulties, Boeing has dis- 
patched teams of as many as 60 of 
its people at its expense to help sort 
out the problems. "We’re partners 
- it’s no longer a weekend 
romance," Bine says. 

One goal is to get suppliers, 
where possible, to take fall respon- 
sibility for quality, thus reliering 
Boeing of time-consuming inspec- 
tions on receipt. Recently ft was . 
able to drop such inspection on 
1,000 items that had bad a zero 
defect rata over the past 1Z months. 

Clearly one of Boring's over-rid- 
ing goals ft to concentrate skills 

nter^Uled 

design and manufacture. ■& looks as 
though ft has. youthful engineering 
talent to tap. Fully 70 per pent of its 
engineers with master or doctoral 
degrees son younger than®. ' 1 
If more sophisticated mjmufactur- 
teg processe s can turn out more 



Assembly of tlw 747-400; Boehm 


perfect parts, less-skilled workers 
can assemble them. Skin dilution 
has become a critical issue for Boe- 
ing over the past few years as it 
virtually doubled its workforce to 
meet booming demand. At its worst 
on tiie 747-400 line, 60 per cent of 
the 20,000 workers had less than 
two years' experience wiwWwg air- 
craft. 

The production build-up hurt 
quality throughout the company. 
Tm not proud of our quality record 
recently," says Dean Thornton, 
president of Boeing Commercial 
Airplane, the airliner subsidiary. 

Boeing ft now back to turning out 

X Quality aircraft but it still 
too heavily on. ttoforfag with 
things until they are right. The 
longstanding attitude has been 
“hril, give me more people and bud- 
get and m fix it," says Jim John- 
son, head of Boeing's Renton divi- 
sion which makes 737 and 757 
airliners. 

The company Is tryfoe to rfiamm 
that with Its new emphasis. Simpli- 
fied designs and better manufactur- 
ing techniques should build in 
higher quality from the outset 
Johnson's division, for example, 
aims to cut rework of parts by 30 
per cent this year and a total of 50 
per cent by 1992. 

The high level of rework meant 
that employees used to spend as 
much as 28 per cent of the time 
getting unnwftiwg right rather 
furthering an aircraft's construc- 
tion. That is now down to 18 per 
cent, Johnson says. 

Improved training and motivation 
is an integral part of the new pro- 
cesses. Uke many other authoritar- 
ian c ompanies. Boring now talks of 
“empowering" the workers. By gtv- 


to Increwm Bs afHdency by giving Ms w o r ta w a mors responsibility 


tog them more opportunity to 
express their ideas and more 
responsibility for their work, Boe- 
ing believes it can increase their 
efficiency. 

Johnson cites the example of 
inventories in his division. During 
each shift, a production line worker 
repeatedly leaves his aircraft to 
pick up tools and parts from bins in 
a nearby store. Three years ago, 
workers in some areas had only a 
stx-outef-tan chance of pieMigr up 
the right quantity and type of item 
from a given bin. By giving inven- 
tory clerics responsibility for keep- 
ing parts Mtmi full, the success rate 
ft up to 90 per cent and »o*tog ft 
shooting for the high 90s. 

In a more complex operation, it ft 
drawing shopfloor workers, manag- 
ers and engineers together in 
design-build teams. The idea ft that 
the engineers get a dose of realism 
from the people who have to carry 
out their plans. It has used, for 
example. 10-person teams to help 
design and set up a $250m sheet 
metal fabrication plant due to open 
this spring south of Seattle. 

The plant will employ 2£00 peo- 
ple compared with 3^00 in the facil- 
ities it will replace. If ever y one co- 
operated in diiidgning the new 
plant, surplus workers would be 
redeployed rather than fired. Boeing 

promised. 

Its normal policy ft to shed work- 
ers as soon as they are surplus to 
immediate needs. But Boeing esecu- 
tfves do not seem to understand a 
key contradiction of its employment 
policy: it wants to tap workers" 
enthusiasm and ideas but it will not 
offer them any security. “We peel 
people right off... and that's done 
on a weekly basis," says Larry 


McKean, vice president of person- 
nel. "ft's too expensive to keep them 
on." 

To keep labour costs down, it also 
makes workers put in long hours of 
mandatory overtime rather than 
hire more staff. Resentment over 
this helped to foal the 48-day strike 
last autumn. Under the previous 
labour contract, the ramwanv co aid 
order employees to put in 200 hoars 
of overtime a quarter, under the 
new agreement compulsory over- 
time has been reined back to 140 
hours. 

Just as the huge tofinv of young, 
inexperienced workers has diluted 
Boeing's production skills over the 
past few years, it has also .dimin- 
ished the pride in company and 
product the company had tradition- 
ally enjoyed. 

If Boeing ft to pull off the com- 
pete overhaul of the way it d«gfgn« 
and makes aircraft, ft will have to 
work almost as much on employee 
relations as manufacturing tech- 
niques. 

There 1s one other big caveat; 
only afewof the changes Boeing is. 
making are trig leaps of technology 
or technique. But cumulatively they 
represent a huge shift for a com- 
pany that admits it has lived by 
cautious evolution not rapid revolu- 
tion. Never before has Boeing tried 
to do so much at one time. 

It acknowledges it has a long way 


to go in making the panoply of 
changes necessary for its future 
prosperity. Frank Shrontz says: 
“We've seen some spotty results - 
pockets of success, same dramatic 
- but not yet across the organi- 
sation." 

*The clouds dose in on Boeing, 
this page, February 19. 


Coming into 
the fold 


ONE OF the mate design challenges 
facing Boeing is the development of 
a folding wing for its proposed 777 
wide-body twin-engine airliner. 

Boeing has been actively study- 
ing the design of a 20 ft folding 
part at each end of the wings. The 
concept Is similar to the folding 
wings often found on m i l it ary jets 
operating from aircraft carriers. 

■ The principal advantage of fold- 
ing wings would be to enable the 
777 to operate from airports with 
small terminal gates. Some of Boe- 
ing’s biggest customers fear that 
the huge wing span would have dif- 
ficulty fitting into the existing 
gates of some of the bub airports 
currently operating DC10 or Lode- 
heed LlOll trfjets which the 777 is 
due to replace. The wing span of 
tiie 777 Is expected to total around 
198ft compared with the 165ft wing 
span Of a DCIO. 

Boeing ft can develop fold- 
ing wings without penalising over- 
all performance too much. Dean 
Thornton, president of its commer- 
cial aircraft division, concedes 
there ft a “big trade” between per- 
formance in the air and adaptabil- 
ity cm the gromuL 

•The airlines asked us not to sac- 
rifice performance. So we looked at 
folding wings and found the pen- 
alty was not that great,” he 
explains. 

But Boeing's two main competi- 
tors, McDonnell Douglas in the US 
ami Airbus in Europe, that 
ftjiUiip wings gwhtii significant dis- 
advantages because they add 
weight while the folding mecha- 
nism ft likely to cause maintenance 
and wind factor problems. Airbus 
dismissed the idea for its A-830 
twin-engine wide-body ai r cr af t sev- 
eral years ago and McDonnell 
Douglas took the same view for Its 
MDU trffet 

Folding wings could complicate 
further the development of an 
already complex wing stru c tu re for 
the 777 capable of carrying huge jet 
engines with diameters of 120ft or 
more to provide the necessary 
thrust to power the wide body. 

The novelty of the concept Is 
likely to raise major airworth- 
iness certification problems. Regu- 
latory authorities are expected to 
insist on a lengthy and costly cer- 
tification process to satisfy them- 
selves of the safety of folding 
wings. This means that potential 
customers wanting to use the 777 
on non-stop long-distance routes 
will have to wait even longer. 

So Boeing 1s considering two ver- 
sions of the 777: standard wings; 
and folding wings tor those of its 
customers with gate constraints. 
Bat most analysts expect only lim- 
ited dgmawd for the latter. 

Paul Betts 
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BUSINESS SOFTWARE 


Software packages are bought by . 
businesses. 

The FT caters for businesses. 

Advertise your package in the ' 
WEEKEND FT every Saturday 

Telephone SIMON ENEFER 
on 01-873 3503/01-407 5755 for information. 


EUROPEAN HIGH TECHNOLOGY 

The Financial Times proposes to publish a Survey on the above on 
20th March 1990 

For a ft ill editorial synopsis and advertisement details, please contact: 

Meyrich Shnmomb 

on 01-873 4540 
or write to Mm ah 
Nnmber One, Soothwark Bridge 
London SE1 9HL. 
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DONTHAVETO QUEUE TO USE? EXACTLY. 



But don’t worry, it could be the last time you have 
to queue for a fax, thanks to the 20 page memory on 
Panasonic’s UF260. 

Instead of waiting for your documents to crawl 
through the machine, you can feed them all in at once. 

After, they have been scanned and memorised 
you just key in your instructions and return to your desk. 
Or go to lunch. 

It won’t matter if the fax runs out of paper during your 
absence. Incoming letters will simply be memorised and 
printed later. 

Of course you've seen these features on fax 
machines before. But not for under £2,000. 

For more information on the Panasonic range dial 
100 and ask for freephone. Panasonic. Or fill In the 
coupon next time you’re queuing for the fax. 


r* : Frandne Kane, Panasonic Business Systems (UK) Ltd., 

Panasonic House, Willoughby Road, Bracknell, Berkshire RG12 4FP. 
Tefc 0344 853916. Fax: 0344 862 090. Telex: 847652. 
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TECHNOLOGY 


Publishers get their noses into an IT epic 


Clive Cookson describes the troubled history of computerised book production 


T he Qtdxunmz, an epic novel 
about Victorian life, may 
be the first best-seller to 
owe its existence in print 
to Information technology. 

The author, Charles Palliser, says 
the decisive factor in persuading his 
publisher, Canongate of Edinburgh, 
to take on the 500,000-word manu- 
script was that it was cleanly writ- 
ten on computer disc and coded for 
typesetting. Otherwise, editing and 
producing his tome, which is five 
times as long as the average novel, 
would have been prohibitively 
expensive and time - consuming , 
Many authors write on a personal 
computer or word processor, though 
few have Palliser's detailed interest 
in computing and typesetting. But 
the book publishing industry has 
been remarkably slow to make use 
of IT. Only a few publishers have 
made a significant investment in 
editorial computers. Most are still 
receiving manuscripts on paper - 
either typed or printed out from the 
author’s PC — editing marking 
them up on paper, before handing 
over the proce ss ed manuscript to be 
keyed in a gain by a typesetter. 

Some publishers are, however, 
beginning to respond more enthusi- 
astically to writers who submit 
work on disc. They can see the 
attractions of a proces s in which a 
book is written, edited and typeset 
by computer. 

The uncontested advantages of 
computerised publishing are that it 
saves time and avoids the risk of 
introducing errors at the typeset-' 
ting stage. What is disputed 
between authors and publishers is 
whether it reduces costs. 


“Authors save publishers quite a 
lot of money by supplying computer 
discs rather than written text," says 
Mark Le Farm, general secretary of 
the Society of Authors in London. 
The society is encouraging writers 
to ask publishers for a share of the 
savings. 

Mast puhfishera deny that com- 
puterised input from authors has 
yet produced any overall savings. 
“It may speed up the production 
cycle, avoid extra keystroking 
errors and save time on proof-read- 
ing, hut computer discs from 
authors are still so different from 
eac h other that thn publisher may 
have to spend more money to 
ensure compatibility,” says Carol 
ftisher, new technology director for 
the Association of American Pub- 
lishers (AAP) in Washington. 

In an effort to achieve the stan- 
dardisation of input that will even- 
tually produce large savings, AAP 
is promoting an Electronic Manu- 
script Standard based on what Is 
known as the Standard Generalised 
Mark-up Language. 

SGML separates the Intrinsic 
structure of a document (titles, 
paragraphs, captions and so on) 
from its content (text, figures) and 
from its format (the way It is pres- 
ented. including such factors as o** 
typeface). Mark-up tags are inserted 
in the text to show, for example, the 
start and finish of a paragraph. 

The SGML codes make it possible 
to exchange text between any type 
of computer. And the same text can 
be presented as different products 
- as hardback and paperback 
books and as a CD-Rom computer 
disc - by changing the typeface 


and the lay-out 

Rlsher says authors and pubUsb- 
ers have been slow to adopt SGML. 
They have been put off by its com- 
plexity — the nfflrial itawl p fl n ff is 
155 pages long - and the lack of 
publishing software that makes it 
easy to insert the mark-up tags. 

But SGML is beginning to take 
off. propelled by the DS Department 
of Defence. From this year it is 
mandatory for defence contractors 
tn MSB SGML far tuchntral rtnrnwign. 

tation. Other US Government 
departments, the European. Com- 
mission and European Patent Office 
have also adopted it 

The defence department's move 
has created a huge potential market 
and software companies are 
responding with products that 
insert SGML tags automatically. 
Two pioneering text entry systems 
are Author/Editor from SoftQuad of 
Toronto, Canada (running on Apple 
Macintosh computers), and Write-tt 
from Yard Software of Chippenham. 
Wiltshire (running on IBM-compati- 
ble PCs). Yard also sells Mark-It, 
which inserts SGML codes retro- 
spectively into crating files. 

“There will soon be a good choice 
of SGML authoring tools for the 
Mac and the IBM PC,” says Peter 
Howgaie, development director of 
Pindar Graphics, a Yorkshire type- 
setting company. ”1 would guess 
that in 12 months time there will be 
half a dm»n for iwli platform.” 

Cat’s Eye, by Canadian novelist 
Margaret Atwood, was the first 
best-seller produced using SGML. 
The Canadian and US publishers 
(McClelland & Stewart and Double- 
day respectively) made different 


book designs from one set of 
Author/Editor files. 

However, some publishers believe 
that SGML Is still too complex and 
inflexible; they use proprietary 
types e t t i ng systems such as Telos, 
created by Digital Publications of 
Edinburgh, which in c 1n<tes a text 
process o r for use by authors. 

Other publishers are developing 
simplified mark-up languages. For 


CTamp ift Harper Collins, the inter- 

* r mhflshl 


"atinnal publishing gTOUP, IS introd- 
ucing iha Electronic Text Manage- 
ment System developed by its 
subsidiary J. B. Uppincott, the Phil- 
adelphia-based publisher. 

Harper C offins uses a ShaSstall 
6000 media co n ve r sion machine to 
convert authors' discs to its own 
standard format. (It can handle 
almost any widely used word pro- 
cessor.) Copy editors then edit the 
text on persona] computers with 
Xy Write word processing software. 

A vital feature of the system is 
the “edit trace” facility, which 
enables the editor to review 
changes to the text. When editing is 
complete, the author receives a 
clean print-out which highlights an 
changes from the original manu- 
script and -also includes editorial 

Editorial Text Management is 
now used by SO in-bouse editors and 
15 freelance copy editors at Lippin- 
cott. It is expected to save $300,000 
in outside typesetting costs over the 
next year. The system is gradually 
being introduced elsewhere in the 
group, at Harper & Row in the US 
and on a trial basis at Thorsans and 
Grafton Books in the UK. 

"Editors who have not worked an 


a computer before are generally 
afraid of computerised editing,” 
says Larry Bryant, the group’s elec- 
tronic systems manager. But they 
are won over by features which 
make editing faster and easier. 

Even so, mere are people in pub- 
lishing who have experience of com- 
puterised editing and still prefer to 
do the job cm a paper print-out, says 
Stephen Brough, editorial director 
of The Economist Books in London. 
“They feel that editing on screen is 
far Journalists and prefer to edit a 
book on paper.” 

Some editors find it easier to flick 
from one place to another in a 
paper manuscript - for exa mp le to 
check a possible discrepancy 
between two passages - than to 
scroll through the text on a com- 
puter screen. And they like the 
physical fed. of editing an paper a 
book that will eventually be pub- 
lished cm paper. 

Compromise between computer 
and paper is possible, of cotuse. The 

piiMIqlmr r-^n flCC8pt 8 dlSC from the 

author, do ortiHny nw a print-out 
and go back to the screen to trans- 
fer the changes, so that the typeset- 
ter does not have to key ' in the 
-whole manuscript again: 

There are no reliable statistics to 
show how many authors work with 
PCs and could therefore supply 
their text on disc. But some are 
expec t ed to emerge from a res earch 
project at Polytechnic, , 

sponsored by the British Library, on ■ 
the way new technology is affecting 
the relationship between authors 
amd publishers. 

Jane Darner, senior research offi- 
cer, is analysing 1,300 . detailed 





i'm /ifw ft conrvTeR vjKOS Hfts taj&m 
ALL ~THer GRATOi'TooS ovt oF y&ufiZ 

AS OVE4, A7K SHKIMSL&7<. 


author Questionnaires and hopes 
soon to publish some conclusions. 
One aim is to produce guidelines 
which can be incorporated in 
authors’ contracts, specifying for 
example Who should be responsible 

ajp-eesfto adl niark^ codes to hb 
or her discs. 

Scientific and technical writers 
tend to use PCs much more than 
general authors, says David Palmar, 
production director for both Grafton 
(general) and Tboreons (technical). 
More than half of Iippincott's medi- 
cal authors have PC* 

A pilot study for the British 
library project showed that authors 
use a, wide vadety-afwgcd-^ 

_ __ word. 

WmdPacfed^PiUnfe^nkDfi Locos- 
cript the.moatpopub^r.- 
Some p rograms are more useful 
to publishers thanr-.othere^. “Avoid 
word processors Bfcfeh:lard;the text 
with 


advises Hunter Steele, an Edin- 
burgh novelist **tmi wnwiahiTig tech- 
nology consultant ife prefers-] 
ages such aaXyWxite and! 
which have few medal features i 
create A straightforward ASCII 
(text) file. 

But: 

trouble for t ha publisher if the 
author-does not use.it proper ly. “A 
publisher o f ten refuses to taka an 
authort discs bec a use it would taka 
too much time and "money to 

nnin»i swriWUi «n Inmnaliihqjfl y. 

text," saysCaims Craig, ian English 
lecturer afc Edlnbnrgh University 
L Publications. 

' is the 

-in at-the start 



is Charles 
'spent, three solid 
inotiths c&eSftng-'tiiB cOns tote n cy of ' 
his -Quincunx text and ended up 
with fist five tiny spefflng mtotakBS 
in half a znfiBon wxuds. ■ 



The Next act in the Black and White ComppEer Show 


Steve Jobs: In sober dress for Iris Palladium perfor man ce 


T he Steve Jobs show 
opened at the London 
Palladium yesterday. 
The best known performer in 
the PC business was giving his 
Next computer its first public 
display in Europe, -18 months 
after tts world premiere at San 
Francisco Opera House. 

The London show was only 
half as long as the three-boor 
San Francisco extravaganza, 
bat many of the acts had 
so impressed the Californian 
fHtfai — far wnnipb a three- 
dimensional display of s gas 
molecule reacting to f iwngw 
in temperature and pr e ssure - 
were repeated for the invited 
ftiHadhnn audience of 1,000. 
And to give the finale a local 
touch. Jobs invited Rodney 


Friend, of Hi» BBC Sym- 
phony Orchestra, to playa' 
Bach duet with the c ompute r; - 
the machine synthesised the 
part of a rather tinny harpsi- 
chord to acco mpa ny Friend on 
the Yiofifl- 

The stage set was minimal-. 
1st: Just a spotlit vase of white 
faiHp and a table bear- 
ing the all-black Next com- 
puter. (Its design seemed 
mildly avant-garde back at the 
1SS8 launch, but now that the 
consumer electronics market 
is Hooded witiTafi-black Japa- 
nese hi-fi syst ems , the look is 
a little passe.) 

As Jobs moves into his mid- 
30s, he is spending less of his 
w orking lift* in tlw hhm Jeans 
that were a signature of his 


hell-ndslng yuan at App lc. He 
wore a dark grey suit, white 
shirt and sober 'tie both for his 
Palladium performance and 
for a private, interview tat Us 
hotel suite the day before. 

; The monochrome thjpnr- 

rms n ff ff SloinMnl fciy 

computer itself can produce' 
only black and white Images 
- admittedly their clarity and 
resolution are superb bat 
many computer buyers think- 
ing of spending £6,495, the 
starting price of the Next sys- 
tem, want colour. Jobs 'prom- 
ises that a foil-colour version 
trill be available before the 
wid af this year. 

He also concedes that a 
shortage of applications soft- 
ware writt en for Next is put- 


ting off ba y ns . “There’s no 
spreadsheet shipping yet — 
map s - pur biggest hole." 

" Bat he says the software gap 
will toon be mua. “Every 
major third party sof t ware 
developer in the US except 
ISficresoft la writing (of our 
computer.” The first spread- 
sheet will be launched “within : 
a few weds” and by tin end of 
the year Next will have a wide 
ru ng * of " M m p»iWiif appUca- 
. tins which you just can’t do 
• another platforms." 

~ 'Next was originally 
launched In October 1988 as 
an educational and research 

mmpnh»r for mlw riHtl#^ fot 

Jobs re-oriented it last April 
as a general "w *ki work- 
station and deliveries to large 


, r j ars totoer s in the US 

i - ■ -W- ' 

siarteq^wtoocr. 

According - ;to computer 
industry- gosftip, Next sabs 
have Info! nlsfctekiliillnir so far 

— arnl 'Jobq pntHaiy fo. 

divulge any sales figures. 


aTbetng 
.private Jit' that? we daft have 
to disclose those figures.” 

Jobs says that moat • 
era are basing Nfext computers 
In gro ups of 10 to 50 “and we 
have several connwcbi teds 
in the 100 to -fiOO range, but 
mme yet for more than MOO 
units. When we have a large 
deal we wrestle with the ques- 
tion: should we amrahew it to 
the world - and oar competi- 
tors - or keep it quiet? Utah 


ally we keep it quiet.” 

Next has chosen Business- 
land, t he interna tional com- 
puter ^"b jfePCMBpSBTt to 
lead Its -UK sales drive. Bust 
n ess l and, based tn California, 
has bren fo charge, of Next’s 
US sales since May 1989. Derric 
Bytiwway, the company's UK 
■ amitaq director, says ’tar 
target market is very much 
in tite HmesLQOO.” 

If the enthusiastic audience 
response to the Black and 
Whine Computer Show aft the 
laDeffinm is any guide, Buri- 
.neariand’s ni auan are going 
to babosy this year. And hos- 
ier atm when the- odour vaK 
skill reaches the. UK, - 


- - Clive Cookson 


Where in Britain can you 
open a complete bank account 
with high interest 
- paid gross? 




Douglas, Isle of Man. 

\ Bank of Scotland (Isle of Man) Ltd pays 
' high rates of interest and doesn't deduct 
^ a penny in Income Tax. 

\ The Isle of Man has its own tax 

\ system which enables expatriates to 
l enjoy London Money Market rates without the tax 
\ imposition of the mainland. 


I 


At the same time you have the strength and 
>swifo I acceptability that comes when dealing with a 
— J subsidiary of a major UK bank. 

For an application form, return the coupon to Bank of Scotland 
(Isle of Man) lid. Bank of Scotland House, PO Box 19, Douglas, Isle of Man. 



I^High interest current account for 
I exp atriate s. 


FTFE 




AWUEDMJU 
btfc^oratajmayvav- 
corraO at hrra of going la 
prop. Subjo O Id nmimun 
brfonm bwg 


Please send me a Manx Money Madcet 
Cheque Accourrf Application Form 


□ 


£1000 minimum opening deposit - no mcxknuin balance. 
Standing orders and direct debits £1 per item. 

Statements quarterly (Free of chcrge). 

Interest calculated da3yj paid monthly 

Cafl (0624) 23074 for current interest rates. 


RiHNcme. 


I 


I 


Bank of Scotland (Me of Man) Lid was incorporated and is situated in 
the We of Meat. The paid up capital and reserves of Bonk of Scotland 
(We of Mat) Lid os at 28th February 1989 were £4.37 mfifcn. 


I 


Country. 


I 


Bank of Scotland (Isle of Man) Ltd. 

^^aoking after your interests in the Isle of MarJ 


SWANSEA 


1st Choice for 
BUSINESS 


WE HAVE THE COMPLETE PACKAGE 
B^tfiterprise Zone Tax Benefits 
O'" Factories & Offices 


Rate Free Period s 
B^jteg ional Grants 


Sr Serviced Sites 


For your Business File 

phis details of grants 

and incentives ring:- 
Michael Boras on 0792 47*666 
or write to 
Michael Bonn. Assistant Dire 

Swansea Centre for Trade 4c 

Industry, Singleton Street, 
Swansea. SA13 QH 


TRANSPORT 
LINKS WITH 
THE 

CONTINENT 


The Financial 
Times proposes to 
publish this survey 
on: 


5th April 1990 


For a full editorial 
synopsis and 
advertisement details, 
■ please contact: 


Neville Woodcock 
oo 01-873 3365 


or write to him at: 


' Number One 
Southwark Bridge 
London 
SE 19 HL 
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You have made us Number One in Europe. 



(As we also say in Germany.) 
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Every car maker strives to make good cars. 

At the Volkswagen Group, our business is making 
better cars. But it is the customer who decides what 
is best. 

Which is why we are particularly delighted 
that you, our customers, again made us Number One 
in Europe in 1989. 

Just as you did in 1985 and every year since. 

We would like to thank you for making this possible: 
and the same goes for our dealers and all employees 
of the Volkswagen Group. 

And every year we intend to go on making still 
better cars. 

Which is why we promise to do everything we can 
to remain what we are. The makers of fine cars. 

And your first choice. 
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Manchester Business School 


Overtime premium does not count for redundancy pay 


BRITISH COAL 
CORPO RATION v 
CHEESBROUGH 
House of Lords (Lord Bridge 
of Harwich, Lord Brandon 
of Qakbrook, Lord Griffiths, 
Lord Oliver of AyZmerton 
and Lord Lowry): 
February 15 1890 

THE AVERAGE hourly rate of 
remuneration for the purpose 
of calculating redundancy pay. 
Is the actual remuneration 
earned in the 12 weeks preced- 
ing redundancy less any over- 
time premium, divided by the 
total number of hours worked. 

The House of Lords so held 
(Lord Brandon and Lord Grif- 
fiths dissenting) when dismiss- 
ing an appeal by Mr Alan 
Cheesbrough from a Court of 
Appeal decision as to the 
proper method of calculating 
redundancy pay due to him 
from the British Coal Corpora- 
tion (formerly the National 
Coal Board). 

Paragraph 3(3) of Schedule 14 
to the Employment Protection 
(Consolidation) Act 1978 pro- 
vides that a week’s pay for the 
purpose of calculating redun- 
dancy pay “shall be the 
amount of remuneration for 
the number of normal working 
hours in a week calculated at 
the average hourly rate of 
remuneration ... in respect 
of ... 12 weeks." 

Paragraph 5(2): “Where in 
arriving at the said hourly 


rate . . . account has to be 
taken of remuneration pa yable 
for, or apportionable to, work 
done in hours other than nor- 
mal working hours, and the 
amount of that remuneration 
was greater than it would have 
been if the work bad been done 
in normal working hours, 
account shall be taken of that 
remuneration as if (a) the work 
had been done in normal work- 
ing hours; and (b) the amount 
of that remuneration bad been 
reduced accordingly.” 

LORD BRIDGE said that Mr 
Cheesbrough was employed by 
the National Coal Board from 
1965 until he became redun- 
dant on December 14 1985. 

During the 12 weeks immedi- 
ately preceding that date, by 
reference to which Ms redun- 
dancy payment had to be cal- 
culated, he was employed as a 
surface worker at the ADerton 
Bywater Colliery in Yorkshire. 

His no rmal working week 
comprised five eight-hoar 
shtfhs , amounting to 40 normal 
working hours. In addition he 
regularly worked about 20 
hours voluntary overtime. 

For normal working hours 
he was paid a basic hourly 
rate. For overtime hours he 
was paid that rate pins 50 per 
cent overtime premium. 

He was ppfa a small addi- 
tional sum for unsocial hours. 
He regularly worked unsocial 
hours in his five shifts, and 
occasionally in overtime, 
tinder an NCB and trade union 
agreement, as a surface weaker 


he was entitled to bonus in 
respect of shifts worked in nor- 
mal working hours, but not in 
respect of overtime. 

British Coal proposed to 
make a redundancy payment 
to Mr Cheesbrough calculated 
on the. basis that in order to 
arrive at Us “average hourly 
rate of remuneration" for the 
purposes of paragraphs 3 and 5 
of Schedule 14 to the Employ- 
ment Protection (Consolida- 
tion) Act 1978, the only adjust- 
ment to be made to the figure 
of his total remuneration 
divided by total hours worked 
in the 12 weeks was the deduc- 
tion from actual remuneration 
of the 50 par cent overtime pre- 
mium. 

That resulted in a week’s 
pay of £129.04. 

The effect of that method of 
calculation as applied to a per- 
son in Mr Gheesbrough’s posi- 
tion, who could earn no addi- 
tional bonus in overtime, was 
that the greater the number of 
hours overtime he had worked, 
the smaller the amount of a 
week's pay would be. 

Mr Cheesbrough challenged 
British Coal's construction of 
Schedule 14 and its method of. 
calculating his redundancy 
pay. 

An industrial tribunal found 
in Mr Cheesbrough’s favour 
and determined Ms week’s pay 
at £135.48. The Employment 
Appeal Tribunal allowed Brit- 
ish Coal’s appeal and substi- 
tuted £129.04. 

On the present appeal it was 
rightly accepted that in the 


fraction which determined the 
average hourly rate of remu- 
neration under paragraph 3(3) 
the deno mina tor was the total 
number of hours worked in the 
relevant period of 12 weeks, 
and the numerator was the 
total actual remuneration for 
those hours adjusted only as 
required by paragraph 5(2). 

British Coal submitted that 
the adjustment required by 
paragraph 5(2) was deduction 
of overtime premium from 
total actual remuneration. 

Mr Cheesbrough submitted 
that on the true construction 
of paragraph 5(2) the calcula- 
tion was: first, calculate the 
actual average hourly rate for 
work done in normal working 
hours and call it (a); next, cal- 
culate the actual average 
hourly rate for work done In 
overtime hours and call it (b). 
If (b) exceeded (a), deduct the 
difference from the total actual 
remuneration as the numera- 
tor in the fraction to be calcu- 
lated under paragraph 3(3)- If 
(b) did not exceed (a), make no 
deduction. 

On the language of para- 
graph 5(2) the assumption 
required by the hypothesis "as 
if [the work done in overtime 
hours] had been done in nor- 
mal working hours” and that 
“remuneration had been 
reduced accordingly," dictated 
at least the fiction that the 
amount of remuneration 
should not Inclnde the over- 
time 

The crucial question was 
whether the statutory hypothe- 


sis required a further and 
countervailing fi ctional 
assumption that overtime weak 
ghnnid he treated as having all 
other characteristics of the 
work done by the employee in 
normal working hours so for as 
they affected his remuneration. 

There was nothing in the 
language of paragraph 5(2) 
which required that further fic- 
tional assumption to be made. 

On the true construction of 
paragraph . 5(2) the calculation 
of the average hourly rate of 
remuneration was in afl. cases 
to be made by deducting from 
actual remuneration any ele- 
ment of overtime premium. 

If there were any doubt 
about that construction, it 
would be dispelled by consider- 
ation of the underlying pur- 
pose c£ the provision m the 
statutory schem e . 

What was now paragraph 
5(2) was first Introduced by 
section 39 of the Redundancy 
Payments Act 1965 as an 
amendment of Schedule 2 to 
the Contracts of Employment 
Act 1963. Its evident purpose 
was to prevent Inflation of 
redundancy payments to 
employees who worked over- 
time in the. oqnnjqfl . 

fag weeks of their employment. 

The appeal should be dis- 
missed. 

Lard Oliver and Lord Lowry 
gave concurring judgments. 

LORD GRIFFITHS in a dis- 
senting judgment, said that kfr 
Cheesbrough’s hourly remu- 
neration in overtime did not 
entitle him to any bonus pay- 


ment His work during normal 
working hours however did 
attract bonus, and that bonus 
boosted his hourly rate of 
remuneration. Therefore the 
beams rate must be taken into 
the equation to calculate his 
hourly rate in normal hours. 

It was to that figure that the 
hourly rafa for overtime must 
be reduced. That calculation 
resulted in his having the 
advantage of bonus included in 
Ms average hourly remunera- 
tion in exactly the same way 
as the man who worked the 
normal week without overtime. 

The Court of Appeal was 
apparently Impressed by the 
simplicity of British Coal's 
appr oach, which was merely t o 
strip out the hourly overtime 
premium, which It thought 
would be a ce rtain and easy 
formula for industry to apply. 

His Lordship was not pre- 
pared to adopt a construction 
which, while it might save the 
employer from some elemen- 
tary mathematics, would result 
in obvious injustice to the 
employee. He would have 
allowed the appeal. 

Lord Brandon agreed with 
Lord Griffiths. 

For British Coal: Peter Gold- 
smith QC and Andrew Smith 
(solicitor, British Coal Corpora- 
tion^. 

For Mr Cheesbrough: John 
Hawfy QC and Jer emy McMul- 
len (Seifert Sedley W&BamsX. - 

Rachel Davies 

Barrister 
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MBS: EUROPE S LIVELIEST BUSINESS SCHOOL 


The language of 
international business 


it’s the language of 
your customer. 
Prepare for 1992 now. 

Communicate in your customer's 
language and call Berlitz today ori:- 

01-5806482 London 

021-6434334 Birmingham. 

031-2267198 Edinburgh 

061-2283607 Manchester 


FAST AND EFFECTIVE 

Courses are tailor-made to meet the particular 
needs and schedules of both you and your company. 
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23 & 24 April 1990, London 


For information please return this advertisement, 
together withyvur business card, to: 

5*Tp Financial Times 
. 11 Conference Organisation 

126 Jermyn Street, London SW1Y 4UJ 
Alternatively, 

Telephone: 01-925 2323 

Telex: 27347 FTCONF G Telefax: 01-925 2125 
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Partnership 


14 DAYS 
NOTICE 


DEPOSIT 




1 YEAR 

FIXED DEPOSIT 


14 - 00 % 



for your short term 
saving* 
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trttvrn o atfw aqufttfly 
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Now you can benefit from the advantages of the 

perfect savings partnership offeree by Lombard. 

The Lombard 14 day notice account is Ideal lor your short term 
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Kasrasssssssssr* 

NAME (UB/unsiMissa 



The Complete finance Service 


Deposit Accounts 
























15 



FINANCIAL TIMES WEDNESDAY FEBRUARY 21 1990 


E >.y E 

' -6r ; '^ l > 


" 

Jf^S 

o ■% 

Meco ^ 


ARTS 


Ariane et Barbe-Bleue 


GRAND THEATRE, GENEVA 



r 



In so far as operatic ideals can 
be achieved, firis was it; nmslc 
of austere splendour, existing 
in its own mysterious time- 
world, a tale rich In human 
symbolism and a production 
that allowed the work to speak 
for itself. The Grand Theatre 
In Geneva has just been per- 
forming Ariane et Barbe-Bleue 
as If it were the greatest for- 
gotte n ma sterpiece in operatic 
literature. 

After a long absence from 
Europe's lyric theatres, Dukas’ 
only opera has been staged 
twice in the same season, in 
Amsterdam (reviewed by 
David Hurray), and now 

Geneva. Alt the evidence sug- 
gests we ought to have the 
chance to hear Ariane et 
Barbe-Bleue much more often, 
because it is a work that casts 
as many impressions as it has 
layers of sound. In Geneva, the - 
shifting moods and colours of 
the score ware explored with 
exemplary skill by Richard 


Armstrong who second pore, 
transparent playing from the 
Suisse Roamnde orchestra. 

The staging 1 was by Tamils 
Kokkns, -the Greek designer 
whose black, symbol-laden 
sets have enhanced previous 
Geneva productions of Elektra 
and Don Carlos. Kokkns inter- 
prets Ariane as a mixture of 
- modem theatre and medieval 
myth: Bluebeard’s brooding 
castle fa ^rfw is dominated on 
oue side by a giant stone 
guardian angel, on -the other 
by a spiral staircase disappear- 
ing into the gloom. The six 
doors are vaults beneath the 
floor, which reveal their trea- 
sures by shooting fragments of 
reflected light up info- the 
darkness. Kokkns is a genius 
with li ght, n*mg it sparingly 
to create atmosphere. 

Although the production 
does not manage to conceal 
the long-windedness of foe two 
outer act s, it has the kind of 

mnsteo-dramatic unity which 


dist ingui shes flu work of flu 
most successful designers- 

T4 k f Kic cm* 
tomes, Kokkos’ strige direction 
.is graceful and anfhssy. The 
live wives were imaginatively 
choreographed, an attractive, 
well-contrasted group. His 
treatment of the Bluebeard 
scenes was also effective: at 
the end of Act 1 , flu crowd 
bursts through flu door Just as 
Bluebeard is threatening to 
drag Ariane by the neck with 
a scarf. By the third act, Blue- 
beard Is a broken figure tied to 
a crucifix, a victim of pitiless 
mob revenge. 

Harry Peetera was a taci- 
turn, tragic Bluebeard; Diane 
Curry's portrayal of the Nurse 
was less effective. As Ariane, 
Ute American « w »wimi wimi 
S hade cat a ripe, womanly fig- 
ure, exuding a quiet confl 
denee which radiated the 
whole performance. 

Andrew Clark 
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Travelling Opera, a touring 
company nm by the baritone 
Peter Knapp, is making a 
spring tour of ten centres. La 
Boheme and Don Pasquale 
have the lion’s share of -the 
current repertory. Eastbourne 
had one performance of each. 
Bohime drew a good house. 
Meagre attendance for Pas- 
quote suggested that admira- 
tion for Donizetti’s masterly 
and (one would have thought) 
irresistible comic opera doesn’t 
extend, even In these days of 
opera .-everywhere, much 
beyond big centres. 

Opera, In Mr. Knapp own 
words "accessible to absolutely 
everyone,” is what the com- 
pany aims at It is kept *™n 
- vestigial but effec ti v e cho- 
rus, chamber orchestra with 
(so it sounds) solo strings and 
single woodwind. The playing, 
is good and gutsy but flu dis- 
parity of numbers can’t help 
doing peculiar things to the 
texture. Surprisingly this was 
more apparent in Donizetti 
than in Puccini - it was in Pas- 
quale that one missed the 
string cushion and that the by 
no means primitive wind writ- 
ing sometimes distracted the 
ear from the vocal The 

nampg nf tha players should he 

g iven in the programme. Musi- 
cal preparation had clearly 
been thorough for all con- 
cerned. Words on the whole 


were commendahly dear. The 
conductor for Bohime is fen 
Watson, for Pasquale Richard 
Balcombe. 

The latter is given in a new 
.English version by Peter 
Knapp updated to the present 
day. Pasquale (or Pascale, as 
the programme twice calls 
him) is an Bn giish resident in 
Tuscany, a health mid fitness 
freak, trained by and pandered 
to by his friend “Manrico” Mai- 
atesta. due, alas, for fitness 
routines, including a ballet 
during the overture and, at foe 
end of the opera, a winsome 
romp to an interpolated plug- 
ging of tenor’s fw rapadft 

giMB n nom a mlrhir p' /if <mo- 

ken dialogue and recitative. 
Nephew Ernesto sings “Bella 

bIwwip rm atigrtn * in- Italian 

while surtitle placards are 
coyly displayed on. stage. Since 
Pasquale (Alan Watt) is in bis 
fete forties - so he says - mid 
evidently fit enough to kick 
Ernesto (David Keldsend) out 
of the bouse whenever he feels 
HTrp ft, there is no im«H to feel 
sorry for him when his pseu- 
do-bride Norina (Elizabeth 
Clarke) slaps Iris face. At 
important moments Hie thin 
the updating works right : 
against the sentiment of the 
music. Buffo, style does not 
come easily even to practised 
Rn gtiwh cfn gCTK — ftp “Chett, 
cheti” duet for Malatesta 


(David dee) and Pasquale for 
fcwhiiif^ depends as much on 
body language as on vocal and 
verbal style. Our native eyes 
and - limbs '.don’t essQy do the 
right thing s. 

Boh&me, set in 1930s Paris, 
bears the marks of enforced 
economy, fated to look dreary 
in the rt»H«niTi C spaces of the 
Congress Theatre. Would a lit- 
tle flair and taste have cost 
more? Students in the Latin 
Quarto: in those fereff days 
may have bees shabby but 
they didn't much resemble 
these depressed-looking British 
suburbanites. Rodolfo (James 
Anderson) and Marcello (Peter 
Knapp) were presented as mid- 
dle-aged and balding. Their 
more respectable ringing 
couldn’t rescue the illusion. 
Mimi (Anne WiUiamsrKlng) 
and Musetta (Fiona O'Neill) 
went their different sartorial 
ways. A course of Rend Clair 
films is recommended, hi the 
central acts, for all the players’ 
goodwill, one missed the foil 
orchestral colours. Not in 
every way a happy choice,, 
thung h it may help to persuader 
“everyone” that opera is not 
“the sacred pleasure af a privi- 
leged few.” I note with- mixed 
admiration and regret that 
there is no nwntim of subsidy, 
or sponsorship. 

Ronald Crichton 
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WATERMANS ARTS 

A huddle of bammed 
stood in earnest 
around the reviews board at 
Brentford’s Waterman’s Arte. 
Centre. So that was what it 
was all about, Baid one of 
them, evidently not wholly, 
convinced. It is the sort of reac- 
tion one has come to expect to 
the work of Steve Shill, a for- 
mer member of the ground- 
breaking Impact Theatre Co- 
operative, who has struck out 
on his own into an ever more 
rarefied theatrical realm, one 
of the prime rules of which 
seems to be to communicate as 
obliquely as possible. 

In his award-winning Ode to 
St Cecilia last year, a redun- 
dant orchestra became an anal- 
ogue tO the #mgml iw inflnt of 
the arts in contemporary 
Britain; in The Empire, bo 
shifts his focus from the politi- 
cal to the metaphysical to pres- 
ent the struggle for survival of 
a pregnant woman after a car 
crash in which her husband 
has been killed. Only, being 
S hin, he declines to present 


this as a straight forward dra- 
matic narrative. 

Instead, the hour-long ptay 
is set in the staff room of a 
children’s hospital, where Mrs 
PetherfaridKe waits impassively 
with a flint-faced doctor and 
receptionist as billowing cur- 
tains and birdsong give to the 
iHubmt sounds of flpHal b om - 
bardment. it is a dream world 
with nightmares around every 
corner, which is ht into the 
unnatural refiaf of f an tasy. The 
three women are neat in the 
tweeds and corsets of the 1950s; 
there is a just a hint of sadism 
about the briskly dismissive 
doctor, while the receptionist 
pursues her own sad dr ama of 
unwanted pregnancy. 

Behind this facade a quite 
different battle is raging, 
which is presented as shards of 
narrative recounted with the 
breathy tones of an adventure 
story by performers isolated in 
pools of spotlight This is Mrs 
Petberbridge’s desperate hunt 
for her unborn child in the 
metaphysical no man’s land 


called The Empire. The third 
dimension, not represented on 
stage though it has an tmseen 
presence throughout, is Mrs 
Pa shattered body lying in ho* 
pital fighting to recover. 

Whereas In the work of a 
jftBftp r director this might 
simply obfuscating. Shill has 
the power to make his audi- 
ence workfor their comprehen- 
sion with the curious result 
that one tends to appreciate 
the memory more than the 
experience cf sitting there and 
watching. The atmosphere of 
his work is, as always, cool and 
composed, with an exquisite 
eclectic soundtrack from 
Graeme Miller and tantalis- 
ingly understated perfor- 
mances from Alteon Andrews, 
Johanna Harrison and Adele 
SaWip, But t he final strength 
of tufa m a ster im&gist is his 
ability to create and sustain 
resonances which are as rich 
and as strange as his audience 
wants them to be. 

Claire Armitstead 


TELEVISION 



ways of going over the top 


r E. "7 be release of any 
M ' political prisoner is a 
m joyous occasion. The 

A release after 27 years 
of a political prisoner who Is 
also the leader of an'unenfraa- 
chised people is a momentous 
occasion which few decent 
onlookers would forebear to 
celebrate. On the other band it 
is no part of a news' pro- 
gramme’s function to celebrate 
anything. British news broad- 
casters have an international 
reputation which can be traced 
straight back to Second World 
War when the BBC not only 
behaved with impeccable 
even-handedness, appearing as 
near as was socially acceptable 
to be neutral, but also main- 
tained a PowniiHiiW^ g BwiHfl of 
proportion. 

During last week’s coverage 
of Nelson Mandela’s release, 
neutrality and sense of propor- 
tion went by the board in. both 
BBC and HV. co v er ag e, a feet 
recognised by everybody I have 
spoken to except the broadcast- 
ers. Why are they the only 
ones who do not realise that 
they went over the top? Tbe 
reasons seem to be, first, that 
modem television news-gather- 
ing jbcfljfei are, most of the 
time, under-used, and when 
something out of the ordinary 
does happen. Instead of moving 
up a gear the broadcasters go 
mart and crash right through 
the gearbox. Secondly, while 
the public are concentrating cm 
the event, and comparing it 
with other events such as the 
wjiapm of furannimtem in east- 
ern Europe, the broadcasters - 
are watching Mft other and 
comparing their own Mandela 
coverage with tbe opposition's. 
What they see is another lot of 
broadcasters going over the 
top, and so they feel justified 
in their own excesses. 

There is, incidentally, one 
thing which a timely television 
programme could now dear 
up. fe it true that this man 
whose release has resulted in - 
joy amounting ahnnat to hyste- 
ria on television is a commu- 
nist whose aim is to create in 
South Africa the sort of politi- 
cal system whose overthrow in 
eastern Europe : recently 
resulted -in joy amounting 
almost to hysteria cm televi-. 
s$oh? ; Thai is ri g ht , ig it? Or 
have T missed something? ■ > 

. ...... 

to the end we shall just have to 
accept that there is nobody left 
in television who understands 
tbe meaning of the .phrase “to 
break the mould* (as m “When 
God made Lew Grajte.be broke 
the mould” meaning that 
Grade Is-^ unique).' The .expres- 
sion' is now habitually 'con- 
fused with "breaking new 



asm 


Ben Elton and Dave Allen: all credit to the BBC for ignoring the kiQjoys 


ground.” so that people say 
“This rock group's breaking 
the mould,” and with the 
words transposed, the phrase 
is used to mean little more 
than “new* as in This is a 
mould-breaking pension 
scheme.” That is probably a 
lost cause. 

But have we really reached 
the point where it Is acceptable 
and unremarkable that a 
reporter on a new travel show 
- Travelog on Tuesdays on 
Channel 4 - should not know 
the difference between less and 
fewer, or between masterful 
and masterly? A dreadful 
young show-off named Mac- 
pherson (who should not be 
Mamed entirely for his antira, 
.perhaps, since television pro- 
ducers now seem to regard 
tegwag p CThihiftmfBw as a pri- 
mary requisite in all new 
reporters) proved that he had 
-not dw faintest idea of the dis- 
tinction In «nftff case . . 

Once in a while , during Sunday 
evening’s “Screen Two” hrgnui 
on BBC2, He’s Asking For hie. 
the director Witold Starecki 
cut away to a tangle of thorny 
branches which IbotodlikB n™ 
of Arthur - Raekh&m’s fairy 
sto ry illustrations, The trouble 

Was that whereas RanVham 

was quite about foe fears 
.he wanted to convey, Starecki 
(and write^BotesjaW Sufik who 
worked; frtm^an 1 ; original idea 
of StareckPs) seemed anything - 


but sure. 

Did the tangled branches 
represent the manifold wires of 
the phone system and were we 
supposed to be frightened of 
the anonymous phone caller? 
The heroine wasn’t. Or did that 
tangle symbolise the many 
complexities of modern city 
life? We fid see one or two 

throa toning p rmfen and tramps, 

but nothing to compare with 
the Poliakoff urban nightmare. 
So what was it all about? Your 
guess Is as good as mine. It 
Was annHmr of those dr awing m 
which the acting; camerawork, 
locations and so on were more 
impressive than foe script 

When Duke Hussey, Michael 
Checkland and John' Blit took 
over the BBC it was suggested 
in column that anybody 
who thought they were lightly 
camouflaged Tory lap dogs 
might be in for a surprise. BBC 
attitudes now regarding Dave 
Allen and Ben Elton Indicate 
that tills suggestion may. have 
been accurate. It is greatly to 
the credit of the BBC top brass 
that , faced with the brigade of 
Pharisaic killjoys who ppraite 
under the banner *Tm No 
Prude But” (demanding the 
banning of that which they 
will not switch off) they have 
stood firm on their decision to 
include Allen's and Elton’s 
comedy in their output. 

Given the embarrassing 
childishness we have had to 


put up with over the years 
from the likes of Bob Mon- 
khans e and Benny Hill with 
their pee-pobelly-bum-drawers 
routines, a few marginally 
more adult half-hours seem the 
least we might expect- To be 
honest, after Elton's showing 
cm television previously, 1 had 
been ready to find his right-on 
self-righteousness somewhat 
tiresome, but in the eve n t he 
was uproariously funny, and 
his targets - such as those 
ludicrously smug “Baby On 
Board” notices in the backs of 
Kentish Town Volvos - were 
mostly well chosen. 

Though bis clima ctic rou- 
tine, about a weary woman in 
the bathroom in the small 
hours, fi ghting to insert a slip- 
pery diaphragm, was not 
wholly original (there is a 
woman on the alternative com- 
edy rircuit who does a very 
similar number) it was 
superbly well developed and, 
towards the end, caused me to 
roll off the-dd green safe onto 
tim carpet. No critic can say 
raze. 

★ 

When an independent produc- 
tion company called Chat- 
sworth first brought to Britain 
a French game show called 
Chasse au Trtsor they received 
a good few raspberries from 
the critics. But the sight of 
Annrita Rice’s backside mov- 
ing rapidly while tightly 
encased in a jumpsuit seems to 


have had a hypnotic effect, and 
Treasure Bunt went on to 
become one of Channel 4’s 
highest rated series. Perhaps 
Chatsworth reckon that what- 
ever pointy-headed critics may 
say. something similar will 
happen with The Crystal Maze. 
1 cannot believe it. 

This new game show clearly 
owes something to “dungeons 
and dragons” but only creeps 
into the realms of lockups and 
lizards. Our “genial guide,” 
who has a shaved head, black 
tights, Noddy boots, and a 
short black coat trimmed with 
mock leopard skin, leads tbe 
contestants around Shepperton 
Studios, urging them to choose 
between the Aztec, Industrial, 
Mediaeval and Futuristic 
zones, there to play a physical 
or mental game or one of mys- 
tery or skilL Our genial guide 
says things like “Follow me 
kiddoes" and the contestants 
dutifully chant “Good luck 
Nick! Go frit! Go frit.” 

It makes BuUseye look like 
an intellectual Everest 

★ 

BBC2*s Late Show does excel- 
lent work; it is frequently bet- 
ter than Line Up used to be. 
However, on Monday it pro- 
vided an example - merely 
the most recent that happens 
to come to mind - of a habit 
which is growing rapidly in all 
brandies of television journal- 
ism and which should be sup- 
pressed forthwith. During an 
item about The Three Graces 
tbe camera panned and tilted 
to show different facets of the 
sculpture, and at the same 
time a lot of information about 
the work was printed across 
foe screen in a ribbon caption. 

Since the eye cannot simul- 
taneously read and look at pic- 
tures you had to choose 
between the two. in these cir- 
cumstances, with time 
involved as the fourth dimen- 
sion (read too slowly and the 
pictures will have disappeared) 
television is inferior to the 
newspaper or magazine (read 
as long as you like: the pic- 
tures will still be there). 

The answer, of course, is for 
television to do what it has 
always done in the past and 
deliver the information not in 
print but in voice-over, so that 
foe viewer can use eye and ear 
simultaneously to ingest two 
lots of information. The habit 
of delivering facts via print on 
the screen may look awfully 
fashionable to trend-conscious 
directors, but tt means a seri- 
ous impoverishment of the 

Tnerifmn. 

Christopher Dnnkley 


Berlin Film Festival 


The 40th Berlin Film Festival 
had a hard time stealing 
thunder from the real-life 
history happening around it. 
Journalists airlifting 
themselves out of Berlin at 
festival’s end were more likely 
to carry away images of what 
they had seen outside the, 
cinemas than inside them. 
Tourists and satmnfcveudore 
hacking away at the Wall; 
Hollywood stars steppis? over 
the East Berlin border, as if 
planting a first foot on Mars; 


Sally Field grabbing a Wall-top 
photo opportunity near the 
Brandenburg Gate. 

Truth is weirder than fiction, 
even when fiction has a good 
year, as in Berlin’s 1990 movie' 
line-up. Not for the first time, 
some at the best movies were 
outside the competition. None 
better than Alejandro Agresti's. 
Secret Wedding from 


Argentina, which Stould have 
ousted Carlos, Diegues’s 
appalling Brazilian comedy 
. about a Carmen Miranda 
wannabee. Better Days Ahead, 
as Latin America’s Golden 
.Bear contender. 

Agresti’s tale erf a political 
prisoner returning to his 
village after 13 years as a 
desapetiddo is a Byzantine 
tragicomedy worthy of Gabriel 
Garcia Marques. Greeted by a 
conspiracy at non-recogni ti on, 
even from his faithfully pining 
. girl-friend, he finds himself a 
human ghost in a town which 
has re-mapped history. 
Denounced by tbe priest as an 
impostor and by the town’s 
officialB as a KGB agent, he 

elds UD heading rtntefhJly hack 
to oblivion. Shot with a 
sardonic flamboyance - 
.soaring crane shots, vertical 
angles - the movie marries 


Wellesiaa visual style to a 
mournful wit exquisitely and 
d efinitiv ely Spanish. 

Back in the competition, the 
favourite among those trying 
to second-guess foe jury was 
West Germany's The Nasty 
QirL Director Michael 
Verhoeveu's last movie to 
compete at Berlin, the 
anti-Vietnam satire OK, 
virtually closed the Festival. . 
(The Jury resigned after being 
pressured to ignore the film.) 
27 k Nasty Girl is a pyrotechnic 
satire on post-Nazi German 
guOt, to winch an ex-schoolgirl 
(Lena Stolze) sets out to 
unearth her home town’s 
history under the Third Reich. 
No-one - surprise, surprise - 
wants to co-operate. And 
Verhoeven, resisting any 
temptation to weigh the film 
down with self-righteousness, 
creates a funny, virulent 


lampoon. The “sets” are 
back-projections In 
black-and-white; the characters 
are precision-cut comic types; 
foe dialogue is studded with 
barbs and ironies. 

Crane prize time, Verhoeven 
had to make do with a Silver 
Bear for best direction. The 
Golden Bear for best film was 
sliced down the middle - 
always a painful spectacle" - 
and shared by America’s Music 
Box and Czechoslovakia’s 
20-year-old Lark on a Wire. 

This surprised just about 
everyone. The first film is a 
medium-gripping thriller by 
Costa-Gavras (of Missing), with 
Jessica Lange as a toothsome 
lawyer defending her Dad, 
suspected of being an ex-Nazi. 
The second is a lightweight 
anti-Communist satire — if 
such things are ever 
lightweight in Eastern Europe 
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- which was banned for two 
decades for its tale of 
shipyard-working bourgeois 
prisoners cocking snooks at 
Marxist dogma. Both films are 
watchable; neither rewrites 
movie history. 

China and East Germany 
took a consolation Silver Bear 
each fra: two “outsider against 
the system” movies: Black 
Snow from China, Coming Out 
from the GDR. Hollywood and 
Britain mopped up the acting 
prizes, with Jessica Tandy and 
Morgan Freeman honoured for 
Driving Miss Daisy and Iain 
Glen for Silent Scream. And If 
Oliver Stone felt hard-done-by 
with a zero-bear score for hotly 
tipped Bom on the Fourth of 
July, he can look forward to 
Oscar night, just six weeks 
away. 

Nigel Andrews 


ARTS GUIDE 


February 16-22 


THEATRE 


Amrfldng Goes (Prince Edward). 
Goto Porter's silly ocean-going 
IflSOs musical has ftnir or five 

marv ellOM «r»rt Xlahia . 

Paige felling to emulate Ethel 
Merman. Jeary Zak*s d e sp er ately 
bright production comes from 
the Lincoln Center in New York. 
(734 8951. cc 8363428). 

Jeffrey Bernard Is Unwell 
CApolloX Briffiant performance 
by Peter O'Toole as an alcoholic 
journalist who embodies a Fal- 
sfcaffian. naysaying fife force 
wfaflfi committing public suicide 
by vodka. Keith Waterhouse has 
stitched a fine (day, the season’s 
■■‘liic-h* &om Bollard's own 


„ Ned Sberrin directs 

(437266SX 

A Uttie Night Music (FiccadfiZy). 
Fine revival by Ian JudgeJm- 
pertedfrom Cldcfaesta r , erf Son- 
dheim’s 1973 schlagobers ve rsion 
of a Bergman fi 2m. A beantifid 
score, composed mostly in waltz 
time, is touchingly performed 
by Lila Kedrova. Dorothy Tutin 
(her best wrack in years), Peter 

MfBIwnr y anH Snom Ba mpgliim 

(8671118). 

M. Butterfly (Shaftesbury), peter 
Egan has taken over from 
Anthony Hopkins as the tortured 
- diplomatic hero in a Peter Shaf- 
for-style “spectacle of ideas” 
dressed up in John Dexter's 
soperb production as a metaphor 
cf homosexual file. The transves- 
tite tragedy proves less electrify- 
ing than in New York. (379 5399). 
Aspects of Love (Prince of 
Wales). Andrew Uoyd Webber's 
latest is an intimate chamber 
operetta derived from David Gar- 
nett's 1965 novella. Music a ll y 
interesting and well directed 


by Trevor Norm, a cast ot 
unknowns project the right i 
of sybaritic isnudance. A proba- 
ble, frnt u nspectacular, hit - 
(839 5972). . 

Now York 

Heidi Chron icles (P lymouth). 
Wen dy W aaseratato. a award-win- ■ 
nine drama covering 20 years ■ 

In the life of a successful Ameri- 
can baby boomer goes from sup- 
port for Engene McCarthy's pras- 
i dential a s pi ratio ns to electoral 
ambitions in tbs 1980s, accompa- 
nied by the musical and emo- 
tifxml flavour at the period 
(239 8200). 

Grand Hotel (Martin Beck). 
Tcahmy Tune/ Broadway's pres- 
ent musical doctor, directs this ' 
remake of tbe Garbo film to at 
least shake the bo nes o f this 
inert de pict ion of ttves-criss-. 
crossing in an elegant, but some- 
what random setting (246 0102). 
Sweeney Todd (Circle in the 
Square). An in tim ate production 
Of the Swnlh>lm. 1g haalw w nriwl 
in contrast with the elaborate 
original a emphasises 

the descent into madness of Bob 
Guntonasthe demon barber 
of Fleet Street (239 B200). . . 

Laid Me «. Tenor (Bhyale). A 
sprucing up In the set of .a 'decay- 
ing town’s big time opera ambi- 
tions •rnwlraa £ transatlantic bit 
of this force, first produced in 
L ondo n, but now with a local 
caat led by Philip Bosco and Via- 
tor Garber <239 6200). 

Jerome Bobbins’ tooadway 
(Imperial). Anyone attracted by 
the notion of three boars af film 
trailer previews will adore this 
compendium of Robbins' directed 
and choreographed plays of tbe 
past 40 years, including On the 
Tbwn, West Side Story and 


Gypsy. The lustre of the credits 
is dimmed! by the brevity of each 
piece, with a contemporary crew 
of Broadway aspirants who lack 
the moltttalents that inspired 
the heyday of tbe musical. 

Cats (Winter Garden). Still a 
seD-oui. Trevor Norm’s produc- 
tion cf TB. EUot*E children's 
poetry set-to music Is visually 
startling and choreographlcalty 
'feline (239 6262). 

;A Chorus line (Sbubert). The 
longest-naming musical in the 
US has not only supported 
Joseph Popp’s Public Theater 
for eight years but also updated 
tbe musical genre with its back- 
stage stay in which the semgs 
are used as auditions rather than 
.emotions (239 6200). 

Les Bfisdtebles (Broadway). The 
W M gnWfgnt m -l*, of victor 
Hugo's majestic sweep c£ history 
and pathos brings to Broadway 
lessons in pageantry and drama 
(239 6200). 

M. Butterfly (Eugene OTOem). 
The surprise Tony winner for 
1968 Is a somewhat prete nti ons 
■ and Obvious meditation on the 
true story of the Ftench diplomat 
whose longtime mistress was 
a male Otnnesa spy (346 0220). 
Phantom of the Opera (Majestic). 
Staffed with Maria Bjornscm's 
gQded sets, Phantom rocks with 
Andrew Lloyd Webber's haunt- 
ing melodies in this mega-trans- 
fer from London (220 6200X 

-Chicago 

Steel Magnolias (Royal George). 
Ann Francis and Marcia Bodd 
play , the leads in this view of 
southern life from the dry- 
ers In a busy hairdressing estah- 
bshmmt (988 90QQ). 

Tm Not Rappoport (Briar St). 
Shelley Berman, one-time 


stazu^up comic, now plays Net. 
Herb Gardner's memorable Cen- 
tral Park character who gags 
his way through tbe 1968 Tony 
Award winner (348 4000). 

The Good Times are KHlfcng Me 
.(Body Politic). This C3ty Ut pro- 
duction of Lynda Barry's first 
play captures an American chfid- 
hood with poignant zaniness 
(871 3000). 

Tokyo 


UWhnM. Kafanks- sa. P erfrmnanRtm 
td llam and 430pm. Of the three 
pieces in the matinee, the most 
famous is Puna Benkei (Benkei 
in the Bocal which is set on a 
i version of a noh stage. 


Obituary 

Michael Powell 


two short dance pieces and a 
foQ-iength drama, SarmhiKlch- . 
iza (Three Mm Called EicftSzak 
an amiwilng - and action-packed 
genre piece about three bandits 
wlm an have the same name. 

One of them ls a yo ong pick- 
pocket who disguises himself 
as a woman - a virtuoso perfor- 
mance by the versatile Kikngreo. 
Earphone guide in English 
<341 3131). 

Bmaakm National Theatre. Per- 
formances at lLSOam. 3pm, 6pm. 
(265 7411). Each off the three pro- 
grammes features a wefrknown 
love snidde drama from tbe 18 th 
century. The first is by CMka- 
irmhm Mouzaemon, sometimes 
called tbe Shakespeare of Japan; 
the second is tbe story of the 
love between the daughter of 
an oil shop owner and one of 
thw young clerks; in the third, 
the gloomy story is relieved by 
some vfrtnso puppetry indnUng 
a shamisen lesson and a dance 
for two monkeys. Earphone 
guide is English. 


Michael Powell, who died 
yesterday aged 84, was British 
cinema’s joker in foe pack. 
Gloriously taientpH and totally 
unplaceable, he belonged to no 
suit, yet could play in any. He 
was a writer -director-producer: 
-for IS years in partnership 
with Enkric. Pressbnrger , with 
whom he formed The Archers 
production company in 1942. 
And he made every kind of 
movie, from the grittfly patri- 
otic One of Out Aircraft is 
Missing to the floridly roman- 
tic The Bed Shoes to the mur- 
derously subversive Peeping 
Tom. 

hi a national cinema whose 
strongest suit has been quasi- 
documentary realism, Michael 
Powell waved a flag for the 
flamboyant and overreaching. 
He teased his stories of Britain 
into epic, heraldic fables. The 
Life and Death of Colonel 
Blimp, made in 1943, was a ser- 
io-comic picture of Britain at 
war that Churchill tried and 
failed to ban. A Matter of life 
and Death (1945) was a war- 
time ode on intimations of 
immortality, hopping between 
heaven and earth. Black Nar- 
cissus (1947) transplanted the 
British brand of throttled sexn- 
to a Himalayan nunnery, 
even a chamber movie, 
like The Small Back Room 
(1949) had moments of break- 
away surrealism: notably an 
alcohol-induced hallucination 


scene that made The Lost 
Weekend seem like a tipsy 
moment at a vicarage sherry 
party. 

Powell’s heyday was in the 
1940s and 1950s. In those 
decades, his and Pressburger’s 
imagination swept across 
Britain, spinning mischievious 
folk-tales from Kent (4 Canter- 
bury Tale) to the Hebrides (I 
Know Where Pm Going). After 
foe two men parted company 
in 1956, Powell made a handful 
of curios and one rogue mas- 
terwork. Peeping Tom. Now 
ha i l ed as a classic,, it created 
uproar back in I960: one con- 
temporary critic calling for it 
to be flushed down the nearest 
sewer. 

Today, the film seems all of 
a piece with movies like The 
Bed Shoes, The Tales of Hoff- 
man and even Powell’s magical 
apprentice work. The Thief of 


Powell's rtnama echoes Ger- 
ard Manley Hopkins’s declara- 
tion that “the mind has moun- 
tains.” His films refuse to 
acknowledge the lavra of grav- 
ity; they have a reach and 
visual splendour that still star- 
tle today, and they make up a 
body of work that has had an 
avowed influence on major 
film-makers today, from Scor- 
sese to Coppola to Spielberg. 

Nigel Andrews 
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Thatcher’s 


world 


m ns MARGARET Thatcher’s 
c ommand over British foreign, 
policy is no greater than that 
enjoyed by some other long- 


ters. To take but one outstand- 
ing example, foreign affairs 
were certainly the province of 
No 10 Downing Street when Mr 
Neville Chamberlain held 
office. As in that instance, Mrs 
Thatcher has become increas- 
ingly dependent upon her per- 
sonal instincts. This has had a 
powerful effect, by no means 

all of It negative. 

Her pursuit of a military vic- 
tory in the campaign to recap- 
tore the Falklands during her 
first term demonstrated her 
iron determination. Her stub- 
born tactics in the negotiations 
over the European Com munity 
budget served British interests 
weH The warm personal rela- 
tionships she established with. 
President Ronald Reagan and 
Mr Mikhail Gorbachev enabled 
London to act as a conduit 
between East and West. Her 
dislike of economic sanctions 
against South Africa has given 
her a disproportionate degree 
of influence in white Pretoria. 
She has been able to adopt a 
world role that exceeds the rea- 
sonable aspirations of a medi- 
um-sized power. 

Success record 

This record of success is now 
hamming difficult to maintain. 
The world has moved on, while 
Mra Thatcher has not Mr Rea- 
gan has left office and Presi- 
dent Bush regards Germany 
ratter than Britain as the hey 
west European country. Mr 
Gorbachev is deeply preoccu- 
pied with the internal affairs of 
the Soviet Union, in which 
Britain has a small part if any, 
to play. The EG has become 
strengthened, and those who 
seek greater cohesion leading 
to a quasi-federal outcome 
seem to be in the ascendancy. 
Washington sees Britain's best 
role as a willing partner within 
the EC, not the other end of a 
bridge across the Atlantic. 
Most significantly of alt the 
process leading to the unifica- 
tion of Germany is gathering 
increasing momentum, thus 
calling into question the 
postwar stru c tur e s designed to 
maintain security on the Euro- 
pean continent 

The Prime Minister has 
recognised most of this, bat in 


so doing she has allowed hear 
personal doubts and fears to 
overrule the imperatives of 
contemporary diplomacy. Thus 
a lone stance has been adopted 
over South African sanctions. 
It is arguable that the actions 
of President de Klerk deserve 
some kind of positive response; 
what is not sensible is for 
Britain unilaterally to decide 
to lift some sanctions. By d oin g 
that it once more indicates its 
unwillingness to move collec- 
tively with the EC, and farther 
weakens its own voice in world 
affairs. 

Technically right 

Again, Mrs Thatcher is tech- 
nically right to recall that the 
four Second World War allies 
have formal treaty responsibili- 
ties for both Berlin and a Ger- 
man peace treaty, an d 
undoubtedly correct to stress 
the importance of a guarantee 
of Poland’s Western frontier 
with Germany. She is not 
alone in underlining the impor- 
tance of the 1975 Helsinki 
accords, as yesterday's deci- 
sions at the EC foreign minis- 
ters* meeting in Dublin shows. 
Others besides Mrs Thatcher 
are anxious to arrange a sensi- 
ble disposition of troops in a 
united Germany. 

Where she has gone wrong Is 
In sending such inevitably neg- 
ative-sounding signals Without 
taking sufficient account of the 
sensibilities of Germans, east 
and west, who see the prospect 
of unification as an occasion 
for national rejoicing. Other 
members of the EC have been 
able to do this because, unlike 
Britain, they are by and large 
united in welcoming the broad- 
ening and deepening of the 
community both for Its own 
Mfcfl and as a ntfflng of main- 
taining stability in western 
Europe and gradually extend- 
ing it, through Germany, east- 
wards. The Foreign Secretary, 
Mr Douglas Hard, was able to 
attune Mmself to this kind of 
thinking hi Dublin yesterday 
in a manner that would have 
been impossible far the Prime 
Minister. But there is a differ- 
ence here of substance rather 
than tone, for Downing Street 
given no indication that its 
antipathy to the EC’s 
long-term aspirations has in 
any way abated. It is this atti- 
tude which lies at the heart of 
the problem. 


A sermon from 
Mr Greenspan 


THE ART of central banking, 
as a Bundesbank director put 
It last year, is to proclaim a 
lucid set of policies which the 
market will regard as anti-in- 
flationary, and then to explain 
authoritatively why, at any 
given moment, it is impossible 
to follow those policies exactly. 
In other words, the more a cen- 
tral hanker pan establish hfa 
credibility, the more flexible he 
can be in practice. 

Mr Alan Greenspan, chair- 
man of the US Federal Reserve, 
has to describe his policies 
twice a year to Congress, and 
be has consistently used lan- 
guage which suggests that his 
task is simpler than it really is. 
The result up to now has been 

grati f y in g : he has nwinfaHnwl 

the anti-infiationary creden- 
tials established by Mr Paul 
Volcker, while disarming the 
expansionists on Capital Hill 
with his lucidity. This year, 
however, he may find, like 
gtng Canute, that his courtiers 
now credit him with powers he 
does not possess. 

He made some mention of 
tiie tides from abroad which 
are carrying up American 
Input prices and interest rates, 
but in terms which gave these 
influences about the same 
weight as the recent cold- 
weather increases in food and 
energy prices - a temporary 
inconvenience. He stressed 
that the focus of Fed policy Is 
on “the stabilisation of the 
domestic economy" rather 
than on exchange rates or the 
I external influences on the 
home economy. It is not clear 
how far this distinction has 
any meaning In the global 
economy. 

Tide turns 

There is a growing belief In 
the markets that we are now 
witnessing a major turn in the 
economic tide which may 
greatly limit the Fed’s influ- 
ence over costs or Interest 
rates. In the early 1980s the 
main engine of growth in the 
world economy was a huge 
demand stimulus in the US, 
The Fed under Mr Volcker con- 
tained the potential Inflation- 
ary results at home by raising 
interest rates aggressively: the 
dollar rose steeply, and as a 
result much of the demand 
stimulus, and nearly all the 
Inflation impact, were felt in 
otter countries. Now, after the 
miracles which closed the 
1980s, the new decade is 


starting with a major stimulus 
in prospect from Europe, mon- 
etary containing action from 
the Bundesbank, and a world- 
wide stimulus to prices and 
output. 

In these circumstances the 
Fed's far from demanding 
growth expectations may be 
quite easily met; but its seem- 
ingly modest hope to reduce 
inflatio n over five years to a 
level where it would not 
in business planning may be 
unrealistic. Domestic growthof 
l%-2 per cent would keep the 
pressure on labour and capac- 
ity much where it has been in 
the last year, since the 1989 
statistics were flattered by the 
recovery from the 1988 
drought But while cost pres- 
sures from domestic demand 
would be contained at this 
growth rate, the external 
sores, already seen In i 
prices for oil and other pri- 
mary inputs, are likely to 
grow. So is tire d ome sti c labour 
market pressure deplored by 
Mr Greenspan. 

Price pressure 
US monetary paUcy Is not 
likely to have much short-term 
influence on either of these 
sources of price pressure. In 
these circumstances the chair- 
man might have preferred to 
jday down his hopes for stabil- 
ity in any given time-frame. He 
was given little alternative, 
though, because the chairman 
of the House domestic mone- 
tary policy sub-co mmit tee. Rep 
Stephen Neal, has launched a 
bin to hind the Fed to the pur- 
suit of a target of zero inflation 


withing five years. This is 
riprigned to su pport Mr Green- 
span against his critics In the 
Administ ration, and Mr Green- 
span can hardly reject it, what- 
ever his private misgivings. 

Mr Greenspan’s reassuring 
remarks about junk bonds and 
leveraged restructuring might 
also be dismissed as public 
relations, aimed simply to 
build confidence. Yet the 
fihfltrm/m fo a strong beHeyer 
in ffngnHfli deregulation, and 
Is an the defensive: the popu- 
lists in Congress now have 
many allies in calling for_ 
tighter disciplines on the mar-7 
kets. As with his remarks on 
inflation, his confident state- 
ments may provide reassur- 
ance at the moment; but they 
offer another hostage to for- 
tune. 


I t was nearing the end of a long 
day and Mark was driving very 
test, too test, down a Wiggly 
country road in Scotland. As he 
drove round the bend at 70 miles an 
hour, he saw in front of him a big 
truck lumbering along the road 
ahead. He applied the brakes; the 
brand new Progeot Gn skidded along 
the road, out of control, before con- 
necting with the truck and cartwheel- 
ing into the neighbouring bog. 

Maris survived without a scratch: 
but the car did not, at least not in a 
recognisab le form. The chassis was 
twisted, the bumper buckled, the 
axle-tree snapped, the petrol tank rup- 
tured. When Mark came to his senses 
he was worried: it was not MS car. He 
had borrowed it from a prosperous 
merchant bunking friend. He spent a 
flfrfpiPBa night wondering what bis 
fr fand would say when he told him 
about the car. 

The next day Mark phoned his 
friend- "James, I have some bad new 
for you," he mumbled apologetically, 
*T have written off the car." There 
was a dreadful pause, which Mark 
filled in his own mind with visions of 
slaving away fen: decades to replace 
the car, like the lady in the Maupas- 
sant short story who spent 20 years 
paying for a friend’s lost diamond 
necklace. Then the reply: "Don't 
worry, it’s a company car." 

Mark was overwhelmed. S didn’t 
matter that he’d driven round the 
bend at 70 ™nen an hour, collided 
with a lorry, cartwheeled into the bog 
and writ ten off an expensive car. It 
didn’t matter because it was a com- 
pany car. Someone else would drag it 
out of the bog, mend it, replace it, pay 
for it, and the friendship between 
James and Mark would continue as if 
a bright red Peugeot once worth 
£10,000 or more were not now a 
twisted lump of metaL 
The Incident said a lot about the 
relative status of the two individuals: 
Mark continued Ms holiday earless, 
and conscious of Ms impoverishment 
and enormous debt of gratitude; 
James, well-paid and magnanimous, 
continued to negotiate his multimill- 
ion pound transaction as ff nothing 
had happened. Elsewhere at the bank, 
the peraonnel director’s assistant 
began the irksome task of getting the 
car baCk from the bog, thus illustrat- 
ing another reason why a company 
car is such an attractive perk: there is 
no inconvenience for the employee. 

Those who do not have company 
cars feel resentment for those who do. 
That resentment is compounded by a 
feeling that the taxpayer in general Is 


As the UK Budget approaches, David Waller looks at 
the tax advantages of driving a company car 
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The attraction 
of a free ride 


subsidising the company car driver. 

h Nigel Lawson, the former 
Chancellor, received a country house 


and a ch auffeur on the nation, he felt 
the same way. In his 1968 Budget he 
declared that the average employee 
was taxed on only a quarter of the 
true value of the perk. 

The required tax adjustment was 
too dramatic to be achieved in one 
year, he said, and tax rates were 

raisedby 50 per cent that year, and by 

a further so per cent last year. 

The rise in the 1988 Budget; 
prompted howls of anguish from the 1 
motor industry (“savage and unfair,” 
lamented the Society of Motor Manu- 
facturers & Traders); last year's rela- 
tively modest hike was greeted with a 
sigh of relief. The question which is 
now ixoulding the manufacturers, the 
fleet managers and the L5m-plns driv- 
ers is just how much higher the rates 
will go when Mr John Major, the pres- 
ent Chancellor, delivers his first Bud- 
get speech next month. 

Whether the tax rates should be 
raised for the third year in a row Is 
open to much debate. Not surpris- 
ingly, the motor industry believes, 
that the level of taxation now ade- 
quately reflects the economic value of 
the perk for most employees. By con- 
trast, the Institute of Fiscal Studies, 
the Influential London think-tank, 
argues that taxpayers are s ubsidis ing 
company car drivers to the extent of 
£l.lbn, simply because neither 


employer nor employee Is obliged to 
pay Tintinwal insurance on the value 
of the perk. 

This phenomenon of the company 
car is not confined to the UK: what 
data there are suggests that company 
cars are a good deal more prevahmt 
elsewhere than is commonly sup- 
posed. For example, according to fig- 
ures far 1987 provided by Lease Flan, 
nearly 15J per cent, or <L2m of West 
Germany's total car population of 
28m, was registered with companies, 
compared to 1&2 per cent in the UK, 
25 per cent in Italy and 8 per cent in 
the Netherlands. 

But the proportion of new cars sold 
to businesses in the UK Is much 
higher than elsewhere. According an 
international motor manufacturer, 
which to be named because 

"It 'said the figures were very approxi- 
mate, only 149 per emit of new cars in 
West Germany go to businesses, 
against 15 per cent in Fiance, 24 per 
cent in the US, and somewhere 

between 50 and 60 per cent in the UK. 

Mike Redhouse, head of remunera- 
tions and benefits at Guinness, the 
international drinks, giant, is not 
alone in complaining that the British 
are peculiarly preoccupied with the 
company car. “So far as I know we 
are the only country hr the world to 
have this fixation,” he complains, “if 
you ask far one in the US, they look 
at you as if you’re mad. There a com - 
pany car Is regarded as an anti-status 
' symbol; a testament to your lowly sta- 
tus as a salesman or a rep.” 

The c ompa ny car is embedded deep 
with tiie UK’s remuneration culture: a 
fact which reflects on the historical 
o ri g ins of tax arrangements' for com- 
pany cars in the UK, as m u c h as on 
managers’ expectations. Tax arrange- 


ments, combined with the bulk-buy- 
ing benefits that a company gets 
when it buys or leases a fleet iff cars, 
irman th«* it costs a company much 
less to provide a car for an employee 
than it does for the employee to buy 
tiie same car out at his or her after- 
tax incoma The company car in the 
UK has became an Intensely personal 
symbol of status and success, a nimble 
emblem of power, speed and manage- 
rial virility. 

The current tax regime hi the UK 
flartea back to the Finance Act 1976, 
which introduced tiie concept of the 
scale charge: a figure deemed to rep- 
resent the a m ount of benefit that an 
individual is deriving from bis or her 
w imp a ny eery im which income tax 18 
levied at the taxpayer's marginal rate. 
The level of the imputed benefit 
varies according to a number of fac- 


tors: the number of business miles 
•under taken each year, the value of 
th e car, its age and the Size of its 
engine. 

High-mileage cars, those running. 
18,000 business miles a year or more, 
attract half the scale charge, on the 
assumption that the car is necessary 
for the driver to do his job. Con- 
versely, those cars running 2,500 
miles a year or less attract one and a 
half times the scale charge, on the 
assumption that tiie car is a peak, not 
j jei 

The introduction of scale charges 
coincided with wage restraint and 83 
per cent marginal tax rates. These 
gave the UK market for business cars 
a kick-start. The only way for an 
employee to increase his or ter salary 
was to move jobs: a company car was 
a way of giving employees a trigger 



^Tte^number of employees P»2fag 
tax on company caraha. lateadig 
risen since then,, up from SMjMO m 
1078-89 to L65m m 1987-88, according 
gfiSS fiSTtbe Inland Reran*: ft . 
is not known with any tegree “ Preci- 
sion how many of these a™ stes jeP; 
resentatlves hammering their way up 
and down the motorways oTGreat 
Britain, or how many are mmoiml 
bankers and manages who gettte 
car as auerk tatter than a necesstf*. . 
But the number of perk Jrirersfa 
very high: surveys suggest that status 
is at feast as important a criterion in 
bedding whether to provfcfaa com- 
pany car as the need to travel on 

business. . 

: Personnel directors recog nise that 
the company car is an extremely 
effective remuneration tool, which 
can have a Mg effect on recrui t men t 
and retention of staff particularly m 
"tight” sectors at the labour motet 
where competition far good people is 
fierce. _ _ _ 

Take the example of Coopers &. 
Lybrand, the accountancy and consul- 
tancy firm poised to merge with 
Delottte & Sells in. the UK. A 

few years ago, the firm fo und th at up 
to a quarter of all consultants were 
leaving every year, an unacceptably 
Irigh turnover level even for the con- 
sultancy industry. The solution was . 
to give cars to people at quite junior 
levels iff the firms’ hierarchy. This 
appears to have had a noticeable 
effect on recruitment and retention 
levels. 

if effective, the provision _ of the 
company car ran also be divisive. . 
Common complaints are that car 
schemes perpetuate stratificati on . of 
. managers according to makes of car, 
evsntnfferent models iff the same car, 
with or without sun roofs or a fancy 
ladio. Moreover, the administration of 
a scheme is complicated, personnel 
executives complain, and car policies . 
are undermined by the petulant 

• demands of status-freaks . haggling 

over go-fester striped. •_ _ 

One wwipany has just dropped its 
car scheme for senior employees. 
They. have teen given a cne-off cash 
lum p sum to buy the cars back. The 
result hordes of employees seething 
-.with envy for those lucky enough to 
have been dispossessed of fheir com- 

• pany cars. Even at the very highest 
level, the company car can provoke 
tenmniv and disunity. 

Much as many companies would 
like to abandon the car-as-perk policy 
in favour iff cash, they cannot afford 
to do so. "Because of the tax regime 
and the cort differential* the company 
-.car cannot be anything but a good 
deal' for UK companies and their 
employees,” observes one tax accoun- 
. taut 

- . In the two years since Nigel Lawson 
launched' ari assault on the Company 
car, sales : of new cars in the UK nave 

• vaulted ahead. Over that period, (ax 
rates have come down, so theoufrofr 
pocket cost of having a peril car has 
hot gone up in line with the increase 
in the scale charge. Many believe that 
the scale diarges now adequately 
reflect the level of benefit enjoyed by 
those who do say, 10,000 miles a year 
or more for work. Thus an across tiie 
board increase in scale charges may 
not be equitable. 

Adopting the IRS’s recommendation 
of Imposing the national Insurance 
levy (9 per cent of the value of the 
benefit for the employee, 10.45 for the 
employer) would provoke cries 
anguish. A move to penalise perk 
drivers, on the other hand, would pro- 
voke less contro v ersy. It has become 
- more financially advantageous to the 
-company to provide this perk to top 
people since the abolition of the upper 
limit for employers’ NI contributions 
in the 1985 Budget A move to bring 
the tax charge for such drivers into 
line with the tax that would be 
charged if cash of an equivalent value 
were given instead, would probably be 
fair as wdl as popular. 


Kohl without 
economists 

■ Chancellor Kohl was in 
Erfurt, Thuringia yesterday, 

making his first app e a rance 

in the East German election 
campaign. He wants to mess 

fnl! Ktaam ahaad with hla plan 

fo r German monetary union. 

Kohl is following Ludwig 
Erbard’s - ins tinct that creating 
the right psychology is the key 
to prannrnln success: thmf he 
wants to replace the East Mark 
with the D-Mark. This idea 
has not gone down too well 
with the Bundesbank, and 
indpprf illustrates a difference 
between Kohl and most of his 
predecessors as Federal Chan- 
cellor. He does not have 
around him in Bonn proven 
economic advisers. 

Kohl is a man for bbc princi- 
ples, or the Zeitgeist He is lia- 
ble to become impatient when 
Winiwans hwha np with 
obstacles in the way of his 
visions, in the Bonn Chancel- 
lery, he has avoided running 
into this problem by the expe- 
dient of heavily downgrading 
the economic policy depart- 
ment which he rarely consults 

on any thing : 

Horst Telischlk, the Chancel- 
lor’s foreign policy adviser, 
tends to have the field to him- 
self in economic matters. TeHs- 
chik recently caused a stir by 
stating at a background press 
briefing that the East Germans 
were dose to rooming out of 

mnn «»y for Bwm tial pa ymftnfaa 

Other Bonn officials are not 
sure whether tte remarks rep- 
resented the Indiscretions of 

an ery mn mic amate ur, GT 

whether they were part of a 
deliberate plot to add to wor- 
ries of impending chaos in East 
Germany: probably the former. 

Anyway, a commission of 
officials from the two German 
states started work in East 
Berlin yesterday on examining 
the conditions under which 
the D-Mark could move east- 
wards. 

The West German team is 
headed by Horst Koehler,. the 
new state secretary at the 
Bonn Finance Ministry, who 


Observer 


took over from Hans Ttetmeyer 
(now at the Bundesbank) at - 
tiie turn of the year. But since 
the team also i n cl u des Helmut 
Schtesinger, the vice-president 
of the Bundebank, nothing 
rash is likely to be decided yet 

The East German side 
■faffinrifltt Horst Kaminsky, the 
president of the Stoats bank 
and a man regarded by the 
Bundesbank as a hardline 
a ppa ra t c hik. There is also Bai- 
ner Eppebnann, a huffi ng 
opposition clergyman In the 
days of the Berlin Wall, who 
now has a ministerial position. 

TTm composition of both 
aiftoa reinforces the impression 

♦hat nothing m nch of sub- 
stance will happen until after 
the Brat German elections on 
WTateh is. B tm, Kohl dearly 
hopes that monetary nnirm 
wifi, be on after that. AH quite 
different from the days w hen 
there were economic advisers 
in the Chan cellery nfa» varf 
Otto PflhL P6hl is now head 

Of the Hnndewhank 


Total retreat 

■ Do not go to the Gleneagfiw 
Hotel today. Far all its 236 
rooms, five rest a urants and 
four'golf courses in rolling Per- 
thshire, it has been completely 
cut off from the general public. 
The occasion is the ministe rial 
meeting iff the 13-member fade- 
pendent European Progr a mme 
Group (D5PG). This most ixmoo- 
uous and least conspicuous 
of European defence bodies 
Is devoted to cooperation in 
equipment Despite its early 
promise when it was founded 
14 years ago, It rarely decides 
anything except that it is a 
good idea to stay in bring. Per- 
haps it should remain locked 
up in Glenearies until it comes 
out with a policy. 


Oldham man 

■ One man who has contrib- 
uted to the current success 



•T hope no-one finds out 
about my paper round.” 

<rf Oldham Athletic Football 
Cliib is Drank Taylor, a direo- 
tor afthe Halifax Building 
Society and managing director 
of its subsidiary, TfaKfax Estate 
Agencies. 

An acco u nt a nt by training; 
Taylor is in charge tit the 
club’s finances. He joined, th e 
Oldham board IV* years ago, 
about the same -time as Joe 
Boyle became manager. It used 
to be a 'matter at selling one 
good player a year to keep 


to be generous, he says. 

One of the advantages of 
the plastic pitch, he explains, 
is that it can be used all the 
year round far other activities, 
HkB American football in. sum- 
mer. The Comical cooperates, 
Taylor is a Kent man by 
Mrth'He used to support GII1- 
ingham, but moved to Oldham 
when he was 15 in 1955 and 
has been faQawing the Latics . 
ever store, home and away. 

He claims to have the most 

comprehensive files on any- 
thing ever written aboutOld- 
ham since 1982. 

He also has a problem. He 
is a cricket fanatic. Should Old- 
ham reach toe semi-finals of - 
the FA Cup, Taylorwlfl be 


uhaUe to attend, far be has 
long since been booked to .. 
watch KnghiTid play the West 
Indies in Barbados. In cricket 
he has remained totally loyal 
to Kent. 

Oldham have a replay in 
the fifth round of the FA Cup 
with Evertpzt tonigbL 


Next on board 

■ At an East-West aviation 

■ conference in Paris this week. 
Garret FitzGerald, the former 
primp MmiH ter of Ireland and 
a board member of GPA, the 
aircraft-leasing company, was 
asked if Ms company was 
interested in taking on any 

, retired f^Hriawi from East- 
ern Europe. GPA has a pen- 
chant for political appoint- 
ments and recently hired Nigel 


Chancellor. 

FitzGerald said the company 
bad no plans at present, but . 
added that he would be 

iteHghted to take on Mikhail 
Gorbachev, if he were to 
'hftc mnp ffgaiiahiei The only 
other Prime Minister to have 
been Involved in civil aviation 
was Rajiv Gandhi — though 
FitzGerald stressed that he _ . 

ni] the, tartirriral aiA» 


After Perrier 

■The French have maintained 
animpalmbaljlesang-froid 
over tife discovery of benzene - 
hi Perrier water, and the subse- 
quent destruction (ff its entire 
world stocks of 160m bottles. 
Now, the reason is becoming 
dean French water companies 
are providing fizzy water, an 


Officials at Compagnie G4n- 
^rale desEanX, the water com- 
pany, claim that the fizziness 
is a temporary ph enomeno n 
due to t£e heavy rainfall last 
weds, which trapped a lot of 
afrfri the water table. Consum- 
ers are unconvinced by this 
apparently sdehtlflc explana- 
tion, and prefer to believe that 
the wsrter company fa deliber- 
ately trying to capitalise on 
Pemer'sabsence from the 
marketplace. 



Only. JAL have 17 flights a week 

from Europe to Japan. 


)Alasm 

Japan Airlines 
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S weden*? economic and 
Dolitleal ciisfe. raises a 
question that has signifi- 
cance beyond the country's 
borders.. Is -it. possible to 
achieve bot h tos ipjtofaH) nrvf 
fbU employment in an econ- 
omy that combines a free mar- 
ket and' an a!DkDbradng wet- 
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Ever since the Great Depres- 
sion of the 1380s Sweden has 
been held up as the prime 
CTnr^plw of a co untry that hwri 
found the answer. The ruling 
Social Democrats co n s tructed 
what became world famous as 
the "Swedish modeL” This is a 
consensual syst em of central- 
ised bargaining between capi- 
tal and labour within a pru- 
dent fiscal f ramework set by 
government, strengthened by a 
welfare state with universally 
avai lable benefits a com- 
prehensive labour market 
strategy. The model was never 
perfect, but for a long time it 
delivered the goods, turning 
Sweden into one of the most 
affluent and mury. 

tries. 

Now there are serious doubts 
about whether the model has a 
future as a way of man^gfag 
the Swedish economy. Efcu-O- 
lofFeMt, who has just resigned 
as finance minister, suggested 
a fortnight ago that a proposed 
freeze on paces, wages, rente 
and dividends a »d a strike i»n 
until the end of next year was 
the "last chance for the Swed- 
ish model” He believed that It 
would at least provide a 
breathing space to enable 
employers and trade union 
leaders to modernise the collec- 
tive bargaining system. 

In fact, the package - which 
failed to win parliamentary 
app rova l last week - was bom 
of panic. In the face of spirall- 
ing wage demands backed by 
strike threats from Sweden’s 
powerful public service unions, 
the Social Democrats could pot 
agree on any credible alterna- 
tive to a crude economic freeze. 

Mr fteldt failed to win aver 
Ingvar Carlsson, the Prime 
Minister, or Stig Malm, the 
leader of the LO blue-collar 
union confederation, for an 
additional deflationary pack- 
age to cut spending pro- 
grammes. He decided to quit, a 
move that has distressed the 
business community and added 
to the difficulty of finding a 
political way out of the 
impasse. Mr FeMFs caretaker 
successor, Mr Odd EngstrBm, 
has said he will not seek to 
continue in the post. . 

Sweden’s problems are not 
new. Economists base wonted 
far nearly 20 years about the 
country’s, relatively, low eco- 
nomic, growth rate, sluggish 
productivity and hfo ti costs 
which .have threatened its 
international competitiveness. 

In the last decade periodic 


More than mere tinkering will be needed to mend 
Sweden’s consensus, reports Robert Taylor 

Shards of a 
broken model 


devaluations of the krona and 
the uptum in world trade have 
improved things a tittle. Mr 
Feldt presided ova- Sweden’s 
economic revival and sought to 
encourage the creation of a 
more entrepreneurial society 
by abolishing rules and regula- 
tions to free the financial and 
Industrial system. He sought to 
modify the Swedish, model, not 
destroy it. But he was also well 
aware stimulating »■<*«* 
forces - above all reforming 
personal taxation to reward 
thrift aid enterprise - would 
contact with the older values 
of equality and fraternity that 
domin ated Sweden ’s collective 
bar gaining syst em. 

To Social Democratic tradi- 
tionalists the resulting rise of 
the new worker Individualism 
has come as an unwelcome 
threat even if, for a growing 
number of Swedes, the values 
of solidarity and equality no 
longer exert the same force 
they used to. Mr Feldfs market 
socialism confused and divided 
the party faithful, who feared 
that it was little mine than a 
Swedish version of Mrs 
Thatcher’s experiment. • 

_ But, in the opinion of the 
modernisers, Sweden has little 
choice but to readjust Itself 
economically and socially to 
converge with the rest of west- . 
ero Europe. The political prob- 
lem will be bow to reconcile 
the basic values of Social 
Democracy wfth the new reali- 
ties. 

This could never be a pain- 
less process. Indeed, it has 
turned out to be much more 
difficult to achieve in condi- 
tions of fall employment 
the modernisers recognised. 
The very success of the martet 
strategy accentuated Sweden’s 
troubles. The surge In credit of 
the. past few years and, rising 
corporate profitability ' put 
added strains on the bargain- 
ing system as many workers 
felt left OUt Of the hmranra 

Party stalwarts like Sten 
Andersson, the foreign minis- 
ter, worry that financial dere- 
gulation and fiberallsation 
have come to threaten the . 
basic Social Democratic 
achievements of fell employ- 
ment, social justice ana the 
welfare state. They are con- 



ingvar Cartoon knows As old way cannot be recovered 


fwrnml fhnt fho 

of % cozporattet bar gaining 
system b a g wl on ^ prinHpia 
of the «»™ pay for the aajne 
wink led to divisions between 
wor kers , fuelling a wage-price 
spiral made worse by envy. 

The overheating of the 
labour — there Is nwt 

to no nm>nip 1iiy i^M<t — anil s 

chronic shortage of workers 

has iwailfl it mnrjh Turrfl g y to 

maintain any stable ewmAmie 
manag e ment. At fee same, time 
little has been done to remedy 
fee country’s underlying prob- 
lems of low economic growth, 
stagnant productivity and 
damning international compet- 
itiveness. 

The outcome has been a wid- 
ening of pay differentials in the 
private sector as employers ' 
desper ate for workers bow to 



S Roof tax and the utterances of the commissars 
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From Mr M.E DuJckBjf. 

Sir, I read your editorial 
comment ("The case for a roof 
tax," February 18) with 
increasing anger, particularly 
at your suggested callous treat- 
ment of people living in high 
value properties but on low 
incomes. 

This could apply particularity 
to the retired,.who apparently , 
are to “up sticks” and move 
away from their roots - not 
recommended by the medical 
profession - or alternatively 
move to a lower standard off 
home locally to follow your - 
dictum, just ns they have prob- 
ably come to the end of their 
mortgage period. 

Thus they ere forced away 
from what they have spent 
years to acquire, by your pal- . 
icy of “eviction by taxation." 

Your- sneering reference to 


the Tittle old lady who Hvas in 
a mansion” who is to be forced 
out by taxation bears all the 
hallmarks of the utterances of 
the commissars who are get- 
ting their come-uppance in 
eastern Europe. 

M.H, Dnlcken 
64 The Croft. 

Bamet,Bertfbrdshz r e - 

From Mr M.C. Fitzpatrick. 

Sr. As a practising tax con- 
sultant and an adviser on taxa- 
tion policy to the Social and 
Liberal Democrats, I am' 
intrigued by the Labour Par- 
ty’s coyness with regard to its 
so-called roof tax proposals. 

These will apparently be 
based on the capital value of 
the property concerned, but 
somehow linked to income as 
weH • 

Three is considerable specu- 


lation as to what this actually 
means, but one possibility 
would be to establish a stan- 
dard roof tax on the dwelling 
concerned, and then apply it in 
the following way: 

• Basic rate taxpay er s would 
pay the basic roof tax. 

• Nan-taxpayers would pay 
: either no roof tax, or a mum 
reduced rate of roof tax. 

• Higher rate taxpayers 
would pay basic roof tax plus, 
say. a "St per cent pre m ium. 

It will be appreciated that 
one effect of the above theoreti- 
cal possibility would be to pro- 
duce an effective overall mar- 
ginal tax rate of Infinity as 
people move from non-tax- 
payer status to taxpayer sta- 
tus. While a dispassionate 
observer might be somewhat 
relaxed in the case of a person 
who 1ms moved from being a 


The CBI’s dislike of ‘going rates and norms’ 


From Mr Richard Price. 

Sir, Would it help Professor 
Layard (Letters; February 14) if 
we were to make it dear that 
the Confederation of British 
Industry most certainly does 
not believe that there must be, 
or can be, some simple 
one-to-one relationship 
between changes in pay and 
changes in labour productiv- 
ity? 

What we do believe is that 
' pay settlements, taking 
account of improvements in 
productivity and performance, 
must be consistent with the 
firm’s ability to compete in the 
world market-place and to do 


Equally, fee firm has to com- 
pete in the labour market, 
offering reward which enables 
it, to use the time-honoured 
phrase, to recruit, retain and 
motivate. 

When these two objectives 
cannot be recon ci led, markets, 
investment and jobs are lost 

There is almost certainly 
some scope for greater cohe- 
sion between US employers 
around the edges of the pay 
determination process (for 
example, in sharing informa- 
tion about th& realities of indi- 
vidoal pay settlements), but as 
far as fee core process, is con- 


cerned, the trend is firmly in 
the other direction. 

It is onfy at and within indi- 
vidual firms that the pay/per- 
formance/competitiveness 
equation can be estimated, 
alnnggifte labour market con- 
siderations. Circumstances 
between and witirin firms will 
always vary very greatly. That 
is why talk of “going rates” 
and “norms" seems dangerous 
to us. 

XUL Price, 

Executive Director 
(Government Relations), 

cat 

CentrePoint, 

103 New Oxford Street. WCl 


Bank guidelines ‘useful’ on debt and tax relief 
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From Mr TJL Fletcher. 

Sir, I wish to comment on 
points raised by Mr John New- 
man abbot tax relief for bad 
debts (Letters, February 18). 

According to Section 74(j) 
Taxes Act 1S88, when comput- 
ing trading profits chargeable 
to income tax (or corporation 
tax) relief will be allowed for 
“bad debts proved to be such, 
and doubtful debts to the 
extent that they are respec- 
tively estimated to be bad, and 
in the case of fee bankruptcy 
or insolvency of a debtor the 
amount which may reasonably 
be expected to be received on 
any such debt shall be deemed 
to be the value thereof" 

Each rase needs to be consid- 
ered in the context of its own 
circumstances, but it has been 
my. experience feat on. occa= 


sions a deduction .for a bad 
debt involving a company 
debtor has been allowed with- 
out having to- show that an 
administrative receiver had 
been appointed, or that the 
company was in liquidation or 
receivership. However, that 
degree of proof would usually 
be required when dealing with 
claims of very substantial 
amounts. 

When the debtor concerned 
is a foreign sovereign power, or 
a foreign government agency 
situated overseas, a creditor in 
the UK may. have few means, 
apart from diplomatic pres- 
sure, to enable its rights to be 
enforced. Any action at law 
would usually need to be taken 
in the foreign courts, where 
fee legal system may be con- 
trolled by the debtor. In such 


circumstances, it is unlikely 
that the creditor will be able to 
obtain any effective redress by 
legal process. Nevertheless, if a 
debt of that kind is irrecover- 
able, or partly irrecoverable, 
the creditor should be allowed 
taxation relief In accordance 
with Section 740)- 
The ainnnwt of relief to he 
allowed for a particular 
acco untin g period may require 
some judgment, but I believe 
the g nlifeTfngg published bv the 
Bank of ywgfand give a usefa} 
reference point around which 
the clearing banks ought to 
base their negotiations wife 
the TnTanH Revenue. 

TA Fletcher, 

Taxation Manager, 

Barclays Bank. 

Fleetway Bouse, 

25 Famngdon Street, EC4 


baric rate taxpayer to a higher 
rate-' taxpayer, the effect on 
somebody who just enters fee 
basic rate tax threshold would 
be catastrophic. Indeed, this 
would represent the deepening 
of the poverty trap, which both 
the SLD and th e Labour Party 
are, quite correctly, concerned 
about . • 

Overall, it wotfid appear that 
any proposal to hnk a flat rate 
tax to income will produce 
very high marginal tax at 
certain “kink" points. 

XT the Labour Party fails to 
clarify what exactly is meant 
by “a roof tax linked to 
income,” it can hardly object to 
the damage which will be 
caused to it by other people 
attempting to clarifying the 
question far 1L 
M.C. Fitzpatrick, . 

IS Stafford Close, NW5 

Sanctions a 
matter for 
consumers 

From Mr Paul Walker. 

Sir, Joe Rogaly*s support for 
sanctions against South Africa 
(“Trumped by Mr Mandela,” 
February IS) displays a selec- 
tive morality which is depress- 
ingiy familiar. Reading his 
article, one could be for g ive n 
far thinking that the only form 
of discrimination that matters 
is racial, specifically white 
against black. . 

Ethnic Chinese in Malaysia, 
Untouchables in India and the 
Hutu majority in Burundi 
would disagree. Cuban political 
prisoners, subject to sickening 
abuse, would stmtiariy find it 
bard to understand why racial 
discrimination is somehow 
inherently worse than the 
political or religious kind. 

One wonders why Mr. 
Rogaly*s enthusiasm for sanc- 
tions was not directed at the 
Romanian or Bulgarian 
regimes of only a few months 
ago. Unfortunately, South 
Africa presents the most. 
attractive target to the media 
and much-of western liberal 
opinion, jnrihwHng Mr Rogaty. 

Whether to boycott South 
African wines, Cuban cigars or 
Sri Lankan tea is a decision for 
consumers, not governments. 
To advocate sanctions against 
one grid exempt the others is 
surely hypocritical. 

Peter Walker, 

PO Box 3520, 

DBsseldotf. 

West Germany 


the imbalance of labour su pply 
and demand in their own 
plants. Yet it has also pro- 
voked a growing, pay discon- 
tent within Sweden’s huge 
public serv ic es sec- 
tor where one in three of the 
country’s workers now work. - 
The very size of the public 
sector has begun to raise seri- 
ous, doubts about its long-term 
role. Nearly 60 per cent of the 
cou ntry ’s gross domestic prod- 
uct goes into public spending 
while an estimated 55 per cent 
of Sweden’s voters - as work- 
ers car pensioners - now rely 
on the public sector for their 
livelihood. Only the small, 
though vocal, radical right 
wants to roll back the frontiers 
of ' the welfare state. ' There 
remains a consensus across the 
political spectrum for the 


defence of universal social pro- 
visfon. 

But the weaknesses to the 
Swedish economy will make it 
much harder to finance fee 
welfare state in the old way in 
the 1890s, as demands on its 
limited resources grow great e r. 

It is debatable whether the 
mammoth size of Sweden’s 
public services sector crowds 
but the market economy. But 
as Mr Feldt argued in his fere- 
well remarks last weak, fee 
public sector’s efficiency will 
be Sweden's chief political 
issue in the 1990s. Even the 
trade unions agree that the 
limits have been reached on 
what the public will tolerate in 
higher taxes to feed the public 
sector’s insatiable appetite. 

The political impasse, how- 
ever, does provide fee opportu- 
nity far the traditionalists in 
Swedish society to mount a 
FCSTCnfiid action ngfllHst. mod'- 

ernisatiou. If the Social Demo- 
crats rsm reach an understand- 
ing with the Centre party, the 
voice of rural Sweden, or patch 
up their differences wife the 
Communists, then the pressure 
for the country to turn inwards 
in the search for economic 
remedies for its troubles will 
grow much stronger. The 
absence of Mr Feldfs persua- 
sive voice in the public debate 
has unrfnnhtfvfiy weakened the 
modernisers at a critical 

Ingvar Carlsson, now a care- 
taker Prime Minister, knows , 
that Sweden cannot afford to 1 
tarn its hwcir on the world »nd 1 
try to sit out the storm. The 
country has «wfh»d its econ- 
omy too far to w a r ds those of 
the rest of western Europe to 
attempt to restore traditional 
values behind a wall of rules 
and regulations. The Social 
Democrats would be uncharac- 
teristically nhaTwtnnlrip their 
role as a broad-based national 
party if they chose to appeal 
narrowly to their sh rinkin g 
core of ip annal working-class 
activists — even thoug h M«t 
interest enjoys an over-prepan-' ' 
derant through the ; 

connection between the LO , 
«nH the party. 

.Sweden is often regarded as ! 
a urototvoe of thp kind of soci- 
ety other democratic left-wing 
parties in western Europe 
would to create. In fe* 
past the Social Democrats were 
flexible and imaginative 
ownng h to fhwng w Wife the 
times. No doubt, Mr Carlsson 
or somebody else win manage 
to restore a semblance of cohe- 
sion and purpose to the Social 
Democrats. None the less, the 
tensions between fee market 
economy and the public sector, 
between those who want to 
conserve and those who want 
to modernise the Swedish 
model, will be difficult to reo 

wirflp 


German monetary union 

Reform begins with a 
currency board 

By Steve Hanke and Alan Walters 


T be two Germanys have 
agreed to begin discus- 
sions about crafting a 
currency reform. This repre- 
sents a tiny step along what 
promises to be a bumpy road. 

Chancellor Helmut Kohl’s 
pre-emptive strike on currency 
reform will, no doubt, provide 
the startmgpoinl for delibera- 
tions. TteChanceDor proposes 
a quick switch from two Ger- 
man Marks to one. Such a cur- 
rency reform would entail the 
abolition of East Germany's 

lynfay i hank tmri its unconver- 
tible soft currency. In 
exchange, East Germans 
would accept West Germany's 
Bundesbank as fee sole pur- 
veyor of its monetary policy 
and tbe D-mark as its legal ten- 
der. This proposal has green 
the Bundesbank’s President, 
Mr Karl Otto Pbhl, and some 
Fast German nffinials consider- 
able discomfort. 

But the tensions created by 
the proposed switch are unnec- 
essary. There is an alternative 
feat should satisfy both Mr 
K oh l an 1 * Mr P6hl, as well as 
the East Germans. 

The currency reform would 
require that East Germany’s 
central bank be replaced by a 
currency board. This new insti- 
tution would guarantee East 
German mo nft t a r r gfeaKHtty «w«t 
establish a fully convertible 
East German Mark. Thus, the 
Chancellor’s objectives would 
be achieved. An East German 
currency board would not 
affect fee Bundesbank's poli- 
cies and would lay the founda- 
tion for a monetary mtinw and 
eventual German re unification. 
Mr Pdhl’s concerns would be 
addressed and fee East Ger- 
man Mark would be retained. 
Thus, tb«> East Germans would 
be able to save face. 

Although currency boards 
appear to be something new, 
they are not Currency boards 

Were tiMqrritoiTR fn thf wilnmal 

regimes uff Africa, Asia and fee 
Caribbean. But as colonies 
became independent in fee 
1950s and 1960s, they generally 
eschewed fee c urrency board 
system and formed, central 
banks. Perception, rather than 
performance, engendered the 
demise of th» boards: they 
were regarded as colonial 

hmtrmaMifat of wvplfliifaHnm. 

This was an unfortunate 
misconception. Where cur- 
rency boards survive, for 


example in Singapore and 
Hong Kong, they have pre- 
vented exploitation by cur- 
rency debasement Indeed, 
these countries have been bas- 
tion s at stability in a world of 
inflationary expropriation. 

The principle attributes of a 
currency board are: 

• Issuance of domestic cur- 
rency which is readily convert- 
ible into a foreign-reserve cur- 
rency at a specified and fixed 
rate. 

• Domestic currency backed 
by liquid reserves held by a 
board and deno mina ted in a 
foreign-reserve currency. 

• Reserves equal to or greater 
than the value of the domestic 
currency issued. The discipline 
of co nv ertibility at a fixed rate 
and reserve-currency hacking 
establish reliability and confi- 
dence. 

To establish a hard East Ger- 
man Mark, East Germany 
convert its central bank 
into a currency board. The 
board would recall old East 
German Marks and replace 
them wife new ones. The new 
East German Marks would be 
fully backed by interest-bear- 
ing, West German Government 
bills and D-Mark notes. More- 
over, the new East German 
Marks would be folly convert- 
ible and as good as D-marks 
because fee East German cur- 
rency board would exchange 
new East German Marts at a 
fixed rate for D-marks. 

Tbe critical question is: at 
what level should the exchange 
rate to be fixed? Too high a 
rate (such as fee LI official 
rate) would render East Ger- 
man industry almost uncom- 
petitive. Real wages would be 
relatively high, but few work- 
ers would enjoy them since 
employment would be scarce. 
Similarly, too low a rate (say 
LUO) would result in a shortage 
of labour as the world would 
rush to employ the low-wage 
winkers in East Germany. 

In our view, it would be best 
to fix the new East German 
Mark rate near the present 
“free” rate (1$). It is true that 
at thfa rate holders of East Ger- 
man Mar ks would not receive a 
subsidy from West Germany as 
a consequence of the reform. 
However, transparency dic- 
tates feat any subsidy should 
be an explicit one from the 
West German Government and 
fee country's voters to resi- 


dents of East Germany, rather 
thaw an implicit one facilitated 
through a currency reform. 

A currency reform along 
these lines would assist the 
East Germans in their attempt 
to escape tbe grim realities of 
socialism. The East German 
public purse would be out of 
reach from plundering politi- 
cians since they would no lon- 
ger have access to Bast Ger- 
man Mark printing presses. 
Hence, East Germans would 
enjoy roughly fee same low 
inflation and interest rates as 
West Germans. In conse- 
quence, East Germans would 
be as willing to hold new East 
German Marks as D-marks. 

With an East German cur- 
rency board, foreign investors 
would be able to convert new 
East German Marks into a 
hard currency and repatriate 
profits earned in East Ger- 
many. This convertibility fea- 
ture would facilitate trade, 
establish investor confidence 
and encourage the inflow of 
foreign capital. Non-govern- 
mental linkages between East 
Germans and international 
capital markets would be 
established. These linkages 
would promote fee creation of 
international bank branches in 
East Germany. Such branches 
would give the East Germans 
access to large pools of compet- 
itively priced capital and inter- 
national expertise. Other 
advantages include economy, 
simplicity and automatism. 

Chancellor Kohl is co r rect 
The East German central bank 
instills little confidence and 
produces unconvertible soft 
Marks. Thus, its existence jeop- 
ardises liberal economic 
reforms. Mr Pdhl is also cor- 
rect An immediate monetary 
union between tbe two Ger- 
manys would threaten the 
Bundesbank's autonomy and 
sound monetary policies. To 
satisfy the concerns of Mr Kohl 
and Mr P6hl and allow the 
East Germans to retain a sov- 
ereign monetary institution 
until the two Germanys are 
reunified, an East German cur- 
rency board must be estab- 
lished immediately. 

The authors are professors at 
The Johns Hopkins University 
in Baltimore. Sir Alan Walters, 
unto recently, was Prime Minis- 
ter Margaret Thatcher’s per- 
sonal economic adviser. 
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US and Japan agree jet fighter plan after long delay 


By Stefan Wagstyf in Tokyo 


THE US and Japan have 
readied agreement in the final 
stage of long and tortuous 
negotiations over Joint plans to 
build a new jet fighter for 
Japan. 

Mitsubishi Heavy Industries, 
the main Japanese contractor, 
said yesterday it had com- 
pleted a basic agreement with 
General Dynamics, Its US 
counterpart. The announce- 
ment came on the day that Mr 
Richard Cheney, the US 
Defence Secretary, arrived in 
Japan for meetings with 
d efenc e officials. 

The talks will concentrate on 
US plans, announced last 
week, to cut Us forces in the 
Far East, including a proposed 
reduction of 4,000^,000 in the 


60,000 troops stationed in 
Japan. This reflects Washing- 
ton's wish to cut costs and a 
belief that the threat from the 
Soviet Union is atminfahing in 
the Far East since Mr Gorba- 
chev announced defence cuts. 

Mr Cheney is also expected 
to repeat US demands for 
Japan to bear a bigger share of 
its defence costs, including 
increased contributions to the 
cost of the US forces in Japan 
and increased purchases of US 
ar maments. 

The long delays In signing 
the Y835bn (J5£tm) FSX agree- 
ment are bound to influence 
foe discussions on Japan's pro- 
curement plans. Japan origi- 
nally wanted to develop its 
own fighter to replace its fleet 


of US-designed F-l aircraft 
But, under p re ssur e from the 
US, it agreed to fond ins tead a 
codeveloped fighter, the FSX. 

Tokyo and Washington ini- 
tialled a pact to late 1968, but it 
ran into opposition from US 
congressmen, who claimed the 
agreement banded over to 
Japan too much technology 
and gave too little work to US 
companies. President George 
Bush was forced to renegotiate 
and a second agreement was 
mo summer. 

But when the contractors 
started discussing details, new 
diffimitiws emerged over pre- 
cisely what technology was 
covered and under what terms 
it could be used by file Japa- 
nese side. Then Japanese com- 


panies raised objections about 
the technology they were 
Intending to put into the proj- 
ect, which would then be matte 
available to General Dynamics 
and its American partners. 
Each side was worried that the 
other might be able to apply 
what it learnt from the FSX to 
other ventures. 

As a result the project is 16 
rarmtha behind schedule and 
Japan will not be able to start 
deploying the new jets in 1897 
.as planned. 

By comparison with the 
FSX, Mr Cheney’s plans for 
troop reductions are unlikely 
to cause much strain to US-Ja- 
pan relations. He B i y wnni-pH in 
South Korea last week that he 
planned to reduce by 10-12 per 


cent the 120,000 troops in the 
Far East over the next three 
years, while promising not to 
cut A merican military capabil- 
ity in the region. 

The troops who win leave 
Japan are expected to be sup- 
port forces. Mr Juro Matsu- 
moto, director general of the 
Japanese Defence Agency, said 
the US did not intend to cot 
the quality or capability of its 
forneq in Japan. 

Washington would like to 


see Japan pay some $4bn 
!.4bn) of 


(£2.4bn) of the $6bn bill, 
against the £L4bn It currently 
pays. Japan covers the cost of 
buildings and land and contrib- 
utes to the awlartftg of 22100 
Japanese employees at the 


Ketchup war will be fought to the last drop 

Heinz’s experience typifies food groups’ problems in Japan writes Robert Thomson 


T HE humble bottle of 
tomato ketchup stands 
as a small monument to 
the often bitter battle between 
domestic food producers and 
foreign companies whose prod- 
ucts are finding their way into 
the Japanese kitchen since the 
lifting of import restrictions. 

Before the restrictions were 
removed last July, Kagome, 
the largest producer, replaced 
its traditional soft plastic 
sachets with a hard plastic bot- 
tle in an attempt to preempt 
Heinz, the US company which 
sells SO per cent of the world's 
ketchup. 

The packaging change 
annoyed devoted ketchup cus- 
tomers in Osaka, Japan's sec- 
ond-largest city. 

They were accustomed to 
cutting the sachet and scoop- 
ing out the last dobs, and 
found that the plastic bottle 
was more resistant to scissors 
and that fcph-hnp fi ngered tan- 
talisingiy in the bottom of the 
bottle. 

“I was bom in Osaka, and 
maybe you can say that people 
from my home town are money 
conscious," says Mr Hidenori 
NIshi, Ka gome’s corporate 
planning manag er. “Osaka peo- 
ple believe that to dispose of 


food without having used it all 
is wrong. We are not able to 
throw away unused ketchup.” 

Kagome, which has Just over 
GO per emit of the ketchup mar- 
ket, has reintroduced the 
sachet 

Meanwhile, Heinz, which 


hopes to turn its Share of 1 per 
' within 


cent into 10 per cent 
five years, is encouraged by its 
competitor’s false move. Kikko- 
num, the soy sauce maker, has 
about a 20 per cent share, and 
a formers’ co-operative has Z2 
per cent 

While the US company's 
ambitions may be modest. 
Kagome is concerned. Mr NIshi 
said, because “Heinz is file big- 
gest in the ketchup world” and 
If they strongly try to take a 
share of the Japanese market, 
they have big money and big 
resources available’’. 

Strong rivalry has already 
emerged between the two com- 
panies, with Mr Minoru Nods, 

file genera l manag M- n f maritrf 

for Heinz Japan, criticising 
Kagome for big discounts that 
he says leave the company 
with a loss on sales of its stan- 
dard bottle. Kagome that 
it does not lose an discounts 
because they are selectively 
introduced. 



it.™ 

Heinz has decided not to 
match Kagome with yen-for- 
yen discounts, preferring to 
trade an Japanese quality con- 
sciousness, a tactic success- 
fully nsed by foreign makers of 
cars, Scotch whisky, and cloth- 
ing. 

Japan's distribution system 
has been cited by the PS as a 
major “structural impediment” 
to free trade, but the complex 
network of small “mom and 
pop" stores, identified as file 
front fine of tbs problem, play 
only a small role in 


“We are involved in a price 
war,” Mr Noda said. "Obvi- 
ously their stra te gy is to main- 
tain market share with these 
big discounts, but it is ridicu- 
lous at the moment. They 
could sail their product for Y20 
(12 cents) higher and they 
would mriateln their market 
md mafa» a p rofit. We cannot 


marketing, and go per emit of 
sales are at larger stores or 
superm ar kets. 

Hieing is using a distribution 
network already established 
for its lemomgrass with 

which it has an 80 per cent 
market share, and its white 
sauce (60 per cent). 

The company says that the 
successfol sates record means 
no “shelf fees,” which some 
manufacturers must pay to 
ensure prominent display of a 
new product in the limited 
spare available in Japanese 
outlets. 

The volume of ketchup con- 
sumed has peaked with 98 per 
cent of Japanese home s rafag 


it. However, they are eating 
out more often and that is 
where the growth potential 
lies. 

M m iafa y of Finance figures 
show that in 1888 13 per cent of 
the family food budget was 
spent in restaurants. That rose 
to 15 per cent in 1388. 

Heinz and Kagome differ 
over the causes of the fiat mar- 
ket Mr Noda at Heinz suggests 
that Kagome, as wadwt leader, 
should be doing more to edu- 
cate wniH u i m cp t in *hw use of 
ketchup, while Mr NIshi at 
Kagome fog i^ tg that Wn com- 
pany haa been jngtrnrttng con- 
sumers for 82 years. 

“Ketchup is a 

net to Japan and when we 
began producing it, Japanese 
did not know how to use it We 
are very proud of the educa- 
tional history." 

Mr Noda said that if Kagame 
“does not do more to educate 
the consumers, file market wfll 
not grow” so “we are trying to 
activate the market” Heinz 
predicts that about 30 per cent 
of Kagame’s customers could 
change brands, although -the- 
traditional Kagome recipe 
includes more sugar and less 
vinegar *h«n the Hpim for- 
mula in file US. 


to delay a decision on Airbus flights 


By Davki Housego in New Delhi 


THE Indian Government is to 
postpone a decision on resump- 
tion of fligxts by the Airbus 
A-320 for at least a week and 
possibly considerably longer. 

India grounded its 14 A-320s 
on Sunday because of public 
feats about their safety follow- 
ing the crash of a two-month- 
old Airbus in Bangalore test 
week, in which 90 people died. 

Indian ofScals also con- 
firmed, in what could be the 
of a major tussle 
France, that the French 


Government, through the 
in Delhi, 


French embassy in Delhi, Had 
requested that Airbus be given 
a transcript of the recording 
from the cockpit, recovered, 
from the black 


The Indian Government, 
it will 


however, has ruled that 
be up to tile court of inquiry to 
decide on whether data from 
the cockpit voice recorder and 
the di gital flight data recorder 
- expected by the week- 
end — will be available 
to Airbus. 

The refusal to accede to the 


French Gover n ment’s requests 
reflects the deep suspicion 
within Prime Minister V.P. 
Singh’s new Administration 
about the Ra2Jbn < J149m) pur- 
chase of 31 Airbus A-320s by 
the form e r government of Mr 
Rajiv Gandhi. The new Admin- 
istration appears to be distanc- 
ing itself from the Airbus 
group. 

The decision to postpone the 
decision on resumption of 
flights emerged yesterday as a 
committee wwWw Air Mamlial 
S.S. Ramdas of file Indian air 
farce was set up to see whether 
Indian a Wines and Indian air- 
ports have the infrastucture to 
handle the new aircraft 

Mr Arif Mohammad Khan, 
Minister of Civil Aviation, said 
he had « «fced the committee 
- which is separate from the 
court of inquiry looking into 
th e cau ses e rf the crash - to 
submit an interim report in a 
week. “But If they need longer, 
I am not going to be strict 
about it,” he said. He empha- 
sised safety was his major 


The Indian Commercial 
Pilots Association, which saw 
Mr Arif Khan yesterday, 
declared afterwards its support 
for the suspension of Airbus 
A-320 flights. They urged that 
the suspension should remain 
In force until a frill check of 
airborne equipment and 
.ground facilities had been 

The pilots' main concern whb 
the number of “snags” that 
had developed during the nor- 
mal opera turns of the aircraft 
for which neither Airbus 
Industrie nor the maintenance 
staff has yet provided an ade- 
quate e xplanation. 

They mentio ned failures of 
fiie hydraulic system, loss of 
p ress ure in file cabins and spu- 
rious alerts by the on- board 
computers inclndtng Are warn- 
ings. “ft is not a very happy 
atmosphere in the cockpit with 
one snag after another,” said 
Captain P.K. Gupta, file secre- 
tary of the association. 

There is as yet no sign that 


the Indian authorities have 
come across evidence of a 
major equipment failure in the 
inquiries into last week's 
crash. 

However, several other fac- 
tors seem to have weighed 
heavily in the mind of Mr Arif 
Khan, the minister responsible 
for the decis i on to ground the 
aircraft, which he riajma has 
met with strong public sup- 
port In the wake of the acci- 
dent, four other equipment 
“snags” involving the 14 other 
Airbus A-320S were reported. 

The second fac to r , was the 
pressure from passen- 
gers — same of them influen- 
tial ~ who were nervous of Dy- 
ing in the aircraft . 

The third factor reflects the 
ideokHdcal stance of the new 
Gover nment whic h wa nts to 
^imu i^ratB ft lip to 

m ul t i na ti onals. 

“Too often the attitude is: 
What can we do? We don’t 
have the power or money," 
said Mr Khan. "This attitude 
cannot be allowed.” 


Bugging claim in UK takeover battle 


By Paul Ctieesertght in London 


DARK HINTS of industrial 
espionage swizied around t te * 
property sector of the London 
stock market yesterday when 
Laing Properties, the UK prop- 
erty group with substantial US 
interests, disclosed that it had 
found a listening device in Its 
offices and had reported the 
matter to the City of London 
Takeover PaneL 

Laing Properties is on the 
receiving mid of a £441m 
($750m) hostile bid foam P&O, 
tij p ship pin g , construction 
pro pe r ty group heeded by Sir 
Jeffrey Sterling and Chetefield, 
a private property company 
controlled by Mr Elliott Bea> 
nerd. 

The bug was found during a 
search of the Laing headquar- 
ters in north London test week- 


end in what the company 
referred to as “a senior execu- 
tive office.” 

P&O rejected any idea that ft 
had put the bug in place: “The 
form of the announcement 
with its unfortunate reference 
to the Takeover Panel and 
without any prior consultation 
with us is wholly mischievous 
and particularly so in the con- 
text of the bid.” 

“We deplore the fact Hint a 
device has been placed,” P&O 
continued, “and we take it that 
Mr Chilver has demanded a 
full police investigation." 

Mr Brian Chflver is the 
c h a irm an of Laing Properties. 
But yesterday afternoon police 
detectives said the matter had 
not bear referred to than. 

The Takeover Panel, mean- 


while, played a straight hat to 
file Laing request "that ft (the 
placing of the bug) «b«u lfl be 
folly investigated." 

"ft Is not a matter for us to 
investigate, but for the police,” 
ft commented. 

The bug was found in what 
appears to have been a regular 
sweep of the Laing offices for 
electronic listening devices. 
“The offices were previously 
searched in December,” Laing 
said. Reaction to the discovery, 
however, appears to have been 
leisurely. 

The group did not appar- 
ently tarn to its advisers, N.M. 
Rothschild, on the financial 
side and City Focus on the 
communications side, until 
Monday and the decision to 
make the matter public was 


not taken until yesterday 
rooming. 

How aft of fids might affect 
the P&O-Chelsfield takeover 
bid perplexed the stock mar- 
ket. Conflicting theories 
abounded as to who might 
have placed the bug, bat buy- 
ers and sellers stood bade 
Laing shares finished the day 
lWW-harimd at fflOp, while P&O 
shares dosed sp lower at Slop. 


Analysts dung to their 
established view that the suo- 
cess-or otherwise of the tod 
would depend on whether the 
Ling family and its trusts, 
-with 40 per cart of the equity, 
remained solid in its opposi- 
tion, rather than on apparent 
episodes of corporate der- 
nng-do. 
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UK angers EC partners 


Continued from Page 1 

sanctions - bans on the 
import of South African iron, 
steel and gold coins - as well 
as a nan-binding ban cm new 
investment 

Mr Hurd said his legal 
advice was that Britain could 
scrap the latter measure uni- 
laterally, but not the trade 
bans contained in EC and 
national legislation. This com- 
promise found some favour 
with the EC Commission, but 
none with any other EG state, 
Mr Hurd admitted. 

He said the co mprom ise offer 


had been cleared in advance 
with Mrs Thatcher, even 
Hwng h at the same time the 
Prime Minister was telling the 
House of Commons: “We 
believe it is right to lift step by 
step some of the sanctions, Just 
the voluntary ones.” 

Mrs Thatcher emphasised 
that bans were volu nta ry and 
odd that a decision by BMW 
South Africa to embark on the 
next phase of a five-year 
I nvestm e n t programme would 
mean jobs and improved bring 
standards. 


Channel 
tunnel 
contractors 
agree deal 


By Andrew Taylor 

In London 


CONTRACTORS bonding the 
Channel tunnel last night 
readied agreement with Euro- 
tunnel, the project's owner, 
over anew management struc- 
ture. 

The deal, which was due to 
be signed late last night, 
should allow Eurotunnel to 
start drawing down £40tax 
0880m) of temporary finance, 
frozen by file group's bankers. 

The construction camp-fag 
met Eurot u nn el in London to 
reply to fiie group's proposals 
to appoint a new senior execu- 
tive to its project management 
team. ■ 

The new ex ec uti ve, Mr John 
Neerhout, formedy of Be c ht el, 
the large US construction 
group, would be expected to 
act as a buffer between the 
contractors and Mr Alastalr 
Morton, who was appointed 
chief executive of Eurot u n nel 
test week. 

Mr Morton, formerly Euro- 
tunnel co-chairman, had anta- 
gonised the construction com- 
panies by publicly blaming 
them for delays and . the 
increased cost (rf fire project 

The contractors had 
declined to an amended 
construction agreement in pro- 
test at Mr Mortal’s appoint- 
ment. Eurotunnel's bankers^ 
however, are now expected to 
sign the document allowing 
the gr ou p to draw more funds. 

The appointment of a new 
executive, proposed at a meet- 
ing with fiie British contrac- 
tors at the Bank of EngJUcud on 
Friday, was approved by 
French construction compa- 
nies. It brings into question 
tin rote of Mr Tony Ridley 
who heads EurofamnePs proj- 
ect UM faBW ttMB. 
B a ck g r oun d. Page 8 


Soviet leader 
spells oat terms 

Continued from Page 1 
"Nobody cancelled the 
responsibility of the four pow- 


era».ud only they themselves 
nett,” Mr Gorbachev 


win flnHtm* 

says. 'Thera is still no peace 
agreement with Germany, fr is 
stffl fids agreement that can 
finally determine Germany’s 
status in fin European struc- 
ture in teems of international 
tew." 

Unification must have at Us 
core “a fundamentally new 
structure of European security 
which will replace the one 
based on blocs,” he says. 
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Nat West runs to 
stand 
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Given the way Third World 
debts are fast becoming just a 

bad memosy for National West- 

minster and that its UK ban- 
book looks largely horror-free, 

something else mast be worry- 

ing investors into leaving II 
p er ku p g the world's cheapest- 
rated triple-A bank. Yester- 

day’s 7p rise in the shares to 
340p, a reasonable response to 

a fogher-than-expected 18 per 

cent dividend increase, stfll 

Shows them trading at a mere 

LI times book value. To see 

this as a h an g o ver from the 

Blue Arrow affair and what it 
said about NatWesfs depth <rf 
m anggmn mt mw«« simplistic. 
MareElcely, trouble is ferfr 
of conclusive evidence that 
with the problems of the 1860s 
behind it, NatWest is dealing 
better than its rivals with 
those of fiie 1990s, productivity 
above alL 

As regards LDC debt, Nat- 
Wesfs £99Gm provision leaves 
its unprotected afte r tax expo- 


MatWest 


Share price relative to toe 

FT-A Banks Index 

IIS; 



1987 


mire to 'Thir d World nasties at 
only about 5 per cart of its 
capital and reserves. As for UK 
domestic landing, while the 
cagp pi bad doubtful debt 
provision inning high, it was 
well flagged at the interim 
stage; ana only filBfen of it is in 
the commercial sector. But as 
percentage growth In UK 
rintn M uHc tending from file 
mid-2Qs in 1888 to 19-6 percent 
test year and single-figures in 
1890L the real snag is to see 
how NatWest can maintain 

pmmaWn ftamtng K m u m an tiim 

without getting cost savings 
through faster th/m fts target 
of £2Q0mper annum by 1992. 

With Barclays’ UK staff 
union jibbing at a 9.15 pa cant 
wage offer, the pre ss u re s are- 
mou nti n g. Given the UK econ-. 


may's slowdown, ft would have 
been asking a lot to see Nat- 
West get back to its 1886 cost/ 
income ratios of about 64 per 
cent; and the move up to 67 per 
cent in 1989 is not dramatic. 
But the fact that NatWesfs 
branch head-count only fell 
about 700 in 1988 suggests that 
less than one in fair of its 
bank managers were prepared 
to sacrifice any staff 


The feeling that the US econ- 
omy represents ah oasis of 
c alm is understandable.- The 
course of events hi Wert Ger- 
many is so unpredictable that 
a risk premium for D-Mark 
investment is perfectly natu- 
ral.- In Japan, the problems are 
stifi those of excessive growth 
m ill linuidity rattier the 
reverse. By comparison with 
either, the US economy is at a 
more mature stage in the cycle 
and politically more stable. But 
the US is also a debtor nation 
oar a massive scale: and It may 
yet prove that bond yields are 
befog- driven up not so much 
by inflation as by w o rl d wide 
competition fa savings. 

Mr Greenspan’s testimony 
yesterday tfid nothing to help 
se nti me nt , even if he may have 
said little he. has not said 
already. There are signs, he 
said, that the US economy- has 
finally tamed the comer, so 
that Inflation coulrf easily 
accelerate without corrective 
action. That message has been 
frwpHrtt in the bond markets 
since the turn of the year; and 

already ~& fading memory. 

Lang bond yields hi the US 
are now around K6 per cent, 
while yesterday in West Ger- 
many and Japan they moved 
through 9 per . cent and . 7 per 


son for the gift market to cele- 
brate yesterday. The annual 
rise in staling lending is still 
20.4 per cent; MD would have 
been rising at per cent tat 
for a temporary drop in hanks’ 
operational deposits at the 
Bank of England. Under the 
old 18 month time-lag theory, 
those figures would mean .mace 

inflationary trouble in late 

199L around election time. Bid 
the Government has long since 
given up the pretence of mone- 
tarist rectitude. In theor y, W a 
target range will he limit e d to 
a 4 percent peak next fi na ncia l 
year; but the Budget gives fiie 
new Chancellor a golden 
i.han«» to abandon the whole 
charade. 

The figures do little to 
resolve the hard/soft landing 
debate. It is still unclear 
whether increases in corporate 
borrowing reveal continued 
economic strength or dis- 
tressed balance sheets. 
Although January’s rise was 
probably seasonal, the jump in 
fending to construction compa- 
nies hardly improv es the qual- 
ity of bank loan partfaftoa. A 
third year of deficit for the cor- 
porate sector really would be 
unprecedented. Of the likely 
consequences, a cutback In cor- 
porate spending would push 
the economy doser to reces- 
skmJESut the al te rna tive for the 
equity market is scarcely mote 
palatable - rights Issues and a 
decline in dividend growth, or 
a combination of the two. 
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cent respectively. The tfiffer- 
is that US yie 


Markets 

With lack. Wall Street’s 
sharp fan y ester da y wgl prove 
to have been a mere adjust- 
ment after Monday’s market 
h oliday . But there is a more 
worrying possibility. In their 
own insular way, the US mar- 
kets have so far noted fiie rise 
in Japanese and Wert German 
band yields without necessar- 
ily drawing domestic conctn- 
skms. That may now be chang- 
ing. 


enoe is tnat us yields are stfll 
towards fiie lower md of their 
five-year range. Japanese and 
German yields have not seen 
these levels since the early 
1980s. ff the US starts to earth 
op. Wall Street Is right to 
wony: and UK equities, which 
yesterday closed at fins year’s 
low on the FT-SE, should 
worry as welL 


Money supply 

Although January figures for 
both M0 mid M4 in the UK 
showed improvements on 
December, there was little rea- 


Sock Shop 

The proposed appointment of 
administ rators for Sock Shop 
looks like the final straw for its 
long-suffering shareholders. 
The device is broadly equiva- 
lent to the US Chapter U, 
whereby Sock Shop baa protec- 
tion until it can sort out its 
refinancing, fc the meantime it 
is proposed that the shares 
should resume trading which 
is at least good news for those 
who want to get out whatever 
the cost. ' 

H is hard to see what form a 
cash call on shareholders could 
now conceivably take. At the 
suspension price of S4p, Sock 
Shop’s market capftafisatian is 
£7.5zn, or a little under half its 
debt. An injection of abm, for 
Instance, would require ~a 
rights issue of around two far 
one. If fiie banks want to safe- 
guard their investment on 
their own terms, well and 
good. Shareholders who have 
lost their in ves t ment stflLil 
retain their equity entitlement 
should any recovery take 
place. ft is hard hr see why 
they should risk more in. the 
meantime. 
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• Decisions. Decisions. Decisions" 1 

to; the international arena, they can take fbreveti 

So while you’re sitting on toe sktelines twiddling your thumbs, your competition is 
out there. Wheeling and dealing. 

But with Tokai Bank on your side, this problem simply does not exist 

We're one of Japan's Jaigest banks. With offices, affiliates and subsidiaries In 23 
countries. But for you, the important-point Is that each of our regional headquarters has 
great autonomy and local knowledge. 

So we can anticipate your every need. And respond. Just like that. After all, your 
goals are or goals. 

Get to know us better. Well help you dear the hurdles in your path. And give you 
what you took for In "an International bank. 

All the right answers. Right away. 


TOKAI BANK 
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Banking on change 

S i' .' Adelaide Steamship, 

^v ‘„. headed by the errtrepre- 
Wk neuriai Mr John SpaJ- 
B vine, left, yesterday 
B -began moves to pay off 
W .some of its debts. It is 
g. selling a 7.5 per cent 
R; stake in the Australia 
: and New Zealand Bank- 
D Irig Group to Westpac 
■ Banking Corporation, 

■ the largest of Austra- 
B Ha's Big Four- commer- 
cial banks, for A$4t0m 
(US$312m). Westpac 's purchase is seen as a 
broadly defensive move In the event of a big 
reshuffling in the ownership of national or 
regional banks.- Page 23 

Mandela speaks to the market 

Foreign Investors’ enthusiasm before the 
release of Mr Nelson Mandela quickly evapo- 
rated when the African National Congress 
leader reaffirmed his commitment to national- 
ising private assets, including the mines. The 
South African market dropped 7.4 per cent last 
week, after, the previous seven days' 4.6 per 
cent rise'. Elsewhere, ft was mostly a sluggish 
week, with the FT-Actuaries World Index finish- 
ing almost unchanged. Page 40 

Heirloom loaves the famBy 


NatWest profits fall £lbn 



The Mexican Government is about to dispose 
of Hs family antique, the- ancient, silver mining 
enterprise Compania Real deT Monte y 
Pachuca, put up for privatisation last August 
The Grtrpo Atrtrey will acquire an operation 
that as recently as five years ago was using 
, - . steam lb operate As hoists. But Ms romantic 

' . £ tas I associations are unquesdohaUerthe-oomplex’s 

outcrops’ of silver are tfiought to. have been 
workediby Aztecs .and some of Montezuma's 
treasury came from the veins underneath the 
adjoining mountains. Page 26 - ■ 

Not-so-fnstant recall 

The shock waves c# an affair that two years , , 
iribiis: 1 ago hurtled the Kuwaiti ruling family into an 

unwefeome blaze of publicity are still roverber- 
ating. The decision to recall. Mr Fouad Mar, 
the long-standing general manager of the - 
London-based Kuwait Investment Office, was 
fnfoipretedyesterday as^a delayed reaction to 
the KKyarpurchaseln 1968 of '21.7 per cent in 
the BP oil group- Victor Mallet repbfti cm toe 
latest ramification of toe affair. Page 20 


Fbhing in foro lg n wa ter s 

Finlandia putting out the 
bait, but few are biting. 

A programme of reforms 
and liberalisation aimed 
at attracting foreign cap- 
ital has so for failed to 
draw many Investors. The problems appear to 
stem from, a weak economy and the uncertain 
timetabled reform. Enrique Tessieri reports 
on the controversy over existing and planned 
reforms and toe barriers that still exist to for- 
eign hopefuls. Pag* 25 
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By Davkl Barchard 

BAD DEBT provisions an d other 
exceptional Stems knocked £lbn 
($x.7bn) off the 1989 pre-taxprof- 
its of National -Westminster 
Bank, the second-largest UK 
banking group. 

. Pre-tax profits at NatWest 
plunged to £4D4xn from £L40bn a 
year earlier, although the bank's 
trading profit of £L88m was. 13 
per cent higher than last year. 

The heaviest blow to NatWesfs 
profits came from provisions 
against problem country debt. 
These rose to £990m from £49m a 
year ago, but the bank alto 
increased Us provisions for bad 
debts in the UK from £191m to 
KKMm and made "provisions of 
£L36an for doubtful lending by its 
subsidiaries in the OS.. 

The problem country provi- 
sions, which cover 75 per cent of 
NatWesfs exposure, had been 
expect e d and did not alarm the 


City of London where NatWesfs 
share price rose by 1J> during the 
day. 

Analysts said that NatWest 
was coping fairly well with the 
downturn in the UK banking 
market, even though its UK 
financial services business 
rep orte d profits of 2961m, 14 per 
cent lower than a year ago. How- 
ever, there was some surprise 
that NatWest had made such 
heavy provision against possible 
losses m the UK. 

In the US, the provisions were 
partly triggered by the do wntur n 
in the New Jersey p rope rt y and 
construction market where the 
gr oup has expo sur e of $67Dm. It 
has «*■»!<> provisions against 10 
per of thift tending a pri a 

bank spokesman pai d yesterday 
that NatWesfs exposure in this 
market was about half that of its 
main US competitors. 


Seduced contributions from its 
mortgage and finance subsid- 
iaries were partly to blame for 
the fall in profits, but Mr Tom 
Frost, group chief executive, said 
that the interest-bearing c u rrent 
accounts the bank launched early 
in 1989 in response to its competi- 
tors had cost ElOOm. 

During the year NatWest man- 
aged to keep its operating costs 
and staff numbers in the UK 
unchanged from last year. How- 
ever, it said yesterday that it 
planned a staff reduction of 
11,000 over the next three to four 
years. 

Mr Soger Flemington, chief 
executive UK retail banking, said 
that there would be no redundan- 
cies and the cuts would come 
from natural wastage and rede- 
ployment 

NatWest* 8 total assets grew 
from £98.6bn to £116J£bn during 
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John Elliott: analysts suggest flat toe end of Elders* wheeler-dealer phase fa nigh • 

Seeking solace in the 
bottom of a beer glass 

A stre amlin ed Elders IXL concentrating on brewing is the likely 
outcome of a planned restructuring, reports Chris SherweQ 


E ighteen years ago John 
Elliott was an ambitious 
30-year-old Australian 
keen to “go it alone” in business 
after six years with mana ge me nt 
consultants McKmsey. This Fri- 
day he may announce the 
"unbundling” of Elders the 
corporate empire he forged out of 
a jam-maker, an agribusiness and 
a brewing company. 

No one outside Elders’ top 
management knows for sure 
what he will say. But in its most 
dramatic fonn,.the speculation is 
that thp multinational conglom- 
erate will lose its agribusiness, 
finance, resources and equity 
in ves t ment interests to become a 
global brewing company, with a 
reshuffled .ownership and per- 
haps a new name. 

Elders is already one of the 
worid’s largest brewers, centred 
on its Fosters brand of lager. 
Under the restructuring, the 
group is said to be planning toe 
disposal of its Z&J5 per cent stake 
in Scottish & Newcastle, the UK 
hrewez; and a deal with Grand 
Metropolitan of the UK, under 
which Elders would acquire some 
of CkandMeFs breweries and the 
two groups’ pub interests would 

be merged. 

Separately, there Is talk of 
floating off Elders’ agribusiness 
to existing Elders shareholders 
and of the outright sale of the 
group's 42 per c ent stake In 
Elders Resources NZFP, the for- 
est p r od u ct s and -mining affiliate . 

The sale of remaining interests 
in Elders Finance, following toe 
already announced disposals of 
broking and treasury operations 
is also expected to continue and 
some key equity investments 
may also be sold, for example in 
the food group Goodman Fielder 
Wattle. 

Harlin Holdings, Elders' big- 
gest shareholder, which is con- 
trolled by Mr Elliott and Ids exec- 
utives, may reduce its existing 54 
per cent stake to below 50 per 
cent and some of the executives 
may leave Elders and sell their 
stakes in Harfin 
Prospective buyers in Harlin 
are unknown, but they could 
include GrandMet and Molson, 
Elders’ Canadian brewing part- 
ner. The overall result is expec- 
ted to be a streamlined, three- 
pronged global brewing empire 
with interests in Australia, 
Europe (based in the UK) and 
North America {based in Can- 
ada). Mr Elliott will be a large 
individual shareholder. 

The idea of a restructuring is 
not new. Back In October 1987, 
the stock market crash sank a 
restructuring that involved the 
creation of three- Public compa- 


nies for brewing, agribusiness 
and finance. 

The ove rridin g aim was t o 
ensure the group's fixture growth 
through a structure that bene- 
fited Mr EDiott and his execu- 
tives as well as shareholders. The 
vehicle for the executives was 
Harlin and the crash, ironically, 
brought toe opportunity Mr Ell- 
iott sought 

Elders bad built up a large 
stake in Broken Hill Proprietary 
(BHP), Australia's largest com- 
pany, to counter Mr Robert 
Holmes k Court's attempted take- 
over through Bell Resources. The 
crash ended toe stalemate and, in 
February 1988, Harlin acquired 
toe 18 per cent stake in Elders 
that BHP bad built as a cross- 

TwliHng . 

In a second important move 
later that year, Harlin quietly 
increased its Elders holding to 
almost 25 per cent by acquiring a 
chunk of Elders options jointly 
owned by toe Elders Superannua- 
tion Fund and Mr Elliott’s former 
Elders colleagues who formed the 
AFP investment group. 

This took Hr Elliott and his 
associates close to their target of 
-direct control. And with the 
group's defences effectively 
secured, they continued publicly 
to conclude deal after deal in a 
swashbuckling manner. 

hi brewing alone there was an 
attempted £L6bn ($3bn) takeover 
of Allied Lyons .in the UK, the 
successful £L2bn acquisition of 
Courage, subsequent pubs deals 
and a A$430m (US$320m) take- 
over of Carting O'Keefe in Can- 
ada. This was followed by a 
link-up with Molson and an abor- 
tive £L6bn onslaught on Scottish 
& Newcastle. 

S imilarly, Elders Resources 
did a reverse takeover of NZ 
Forest Products in New Zea- 
land; toe agribusiness group 
acquired g rai n *rfin -fatew agte in 
toe US; and Elders Finance was 
talking of acq uiring a hawk. 

Through it all. restructuring 
remained a five issue. In August 
1988, one senior Elders executive 
was quoted as saying that there 
was "no Intrinsic logic” why the 
group's components should stay 
toeether — that "logical thing 
at the end of the day is to take 
the company private' and spin off 
all the div isions." 

But the principal trigger for 
this Friday’s announcement 
came last May, when AFP 
decided to sell to Elders share- 
holders the 318m Elders shares it 
held through a just unwound 
joint venture with Goodman 
Fielder Wattie. 

finnan gft - Hartin bad underwrit- 


ten the A$3-per-share, pro-rata 
offer, Mr Elliott and his associ- 
ates stood to increase their stake 
in Elders from 25 per cent to SO 
per cent if shareholders took up 
their en tittentan ts and to 42 per 
rant Jf they did not. Tnriiwting 
convertible notes and options, 
the figure went above 50 per cent 
With tire market price around 
A$2-30 a share, Harlin came 
under pressure from the regula- 
tory authorities to give share- 
holders the opportunity to sen as 
well as buy at A$3 a share. Mr 
Elliott reluctantly submitted, 
turned again to his bankers and 
launched an on-market bid valu- 
ing Elders at A$5£bn, making it 
one of the world’s hugest take- 
overs. 

Even then the offer attracted 
criticism from Mr Elliott's oppo- 
nents in the Labor Party govern- 
ment, who disliked his role as 
president of the liberal Party. 

T he offer netted Harlin 54 
per cent of Elders and 60 
per cent on a diluted basis. 
But it was more than, Mr EDiott 
wanted and compounded Harttn’s 
finawHai problems. Hardin’s divi- 
dends from Elders could not 
match its repayment obligations 
— even less so in the environ- 
ment of high interest rates and 
negative feelings towards ‘‘entre- 
preneurs'’ that had engulfed 
bankers. 

The seriousness of Mr Elliott's 
circumstances was underscored 
last November when Australian 
Ratings, the local credit-rating 
agency, infuriated him by reduc- 
ing its Elders' rating live 
notches, because Hariin’s buy-out 
had increased the group’s vulner- 
ability. 

Elders’ published net gearing 
(debt as a percentage of share- 
holders’ funds) was “a satisfac- 
tory 64 per cent,” the agency 
acknowledged, but Elders and 
Harirn were a single unit and toe 
whole empire’s overall debt was 
A$15^hn, far hig h er than previ- 
ously understood. Harfin’s finan- 
cial structure, it said, was 
" nrHaiigtainah ia in the medium 
term.” 

This week's restructuring 
plans wifi be announced along- 
side interim profits. Analysts say 
Mr EDiott, as the largest individ- 
ual shareholder with the most at 
stake, now wants to mak« Elders 
simpler, more predictable and a 
dependable source of wealth. 

He may also decide whether to 
remain toe boss he always 
been, or become a non-executive 
chairman, pursuing his political 
interests. Analysts suggest that 
after 18 years the end of Elders’ 
wheelerdealer phase is nigh. 


the year. This was not sufficient, 
however, to close the gap with 
Barclays and restore NatWest to 
the position it previously occu- 
pied as the largest UK hanking 
group. 

The group's investment bank- 
ing activities, which include 
County NatWest, reported an 
improved performance, although 
an exceptional payment of £50m 
arising from the abortive Blue 
Arrow rights issue in 1987 pro- 
duced a loss of £16m. 

This was slightly below the 
£21 m loss of NatWesfs invest- 
ment banking activities last year. 

Midland tte thlrtHargest 
member of the “Big Four” 
announces its 1989 results tomor- 
row. ft will be under strong pres- 
sure from tiie market to increase 
provisions against its £4.8bzt 
problem country debt 
Lex, Page 18 



Lord Alexander: chairman 
of NatWest Bank 


Minorco makes 
offer of $705m 
for Freeport Gold 

By Kenneth Gooding, Mining Correspondent 


MINORCO, the South 
African-controlled investment 
gro up which last year made an 
unsuccessful $3.5bn hostile bid 
for Consolidated Gold Fields of 
the UK, last night agreed to take 
over Freeport McMoRan Gold of 

flu> us for fTOSm 

The deal puts Minorco, which 
is 60 per cent owned by Ur Harry 
Oppenheimer’s Anglo American 
Carporation-De Beers group, weD 
on the way to achieving its objec- 
tive of becoming a major interna- 
tional natural resources group. 
Yet it stiD wfll have about $L£bn 
tefr in its wiBh ch est . 

"This is a mmningftil acquisi- 
tion but it stiD leaves us with a 
lot of fire power,” said Mr Roger 
Philimore, Minorco’ s cmnnairifli 
dire c to r , yesterday. 

Freeport Gold is 61 per cent 
owned ty Freepo rt Mc M o R a n . the 
New' Orleans-based natural 
resources . group which 
aTwinrmwwj last November that it 
was putting i vp for safe the gold 
subsidiary and other assets, 
together worth about $L5bn. In 
future Freeport is to conce ntrate 
on its copper/gold operations in 
Indonesia and sulphur produc- 
tion in tiie US. 

Minorco, which is quoted in 
Luxembourg, will offer $17 for 
each Freeport Gold share com- 
pared with yesterday's market 
price before the announcement of 
just under $14. • 

Last Fear Freeport Gold’s net 
earnings Were SI 3m, which 
means that Minorco is paying 


nearly 55 times historic earnings 
and a 20 per cart premium on the 
market price. 

Mr Phflimore «nd- “we were 
attracted by the quality of the 
company's reserves and the 
exploration potential. You have 
to factor in some *blue sky* 
potential when buying North 
American gold companies.” 

Freeport Is a pure gold com- 
pany with interests in two mines 
In Nevada: Jerrttt Canyon (70 per 
cent owned) and the nearby Big 
Springs (60 per cent). It is explor- 
ing for more reserves, both near 
its mfaiMt and in new areas. 

Last year's gold production 
attributable to Freeport was 
244490 troy ounces, putting it in 
the second division of North 
American gold companies. Out- 
put this year Is forecast to rise to 
300,000 ounces. 

Cash costs in 1969 were $20? an 
ounce, in linn with the North 
American average. 

M fa mreo's t8-5bn hi d tor Gold 
Fields in the UK heralded a new, 
aggressive, “hands-on” style of 

mpnagPTTumt- 

K collected £645m from the sale 
Of its 29.9 per cent of Gold Reids 
to Hawam, the Ang lo- American 
conglomerate, after its own 
hid was halted by a New York 
judge. 

Mr Philimore toe company 
e x pected the Freeport deal to go 
through smoothly and with the 
foil approval of the US authori- 
ties. “We expect to wrap it up in 
a month.” 


Zenith in 
row with 
Bull over 
sale price 

By Alan Friedman 
in New York 

ZENITH ELECTRONICS said 
yesterday it was involved in "a 
major dispute” with Groups Bull 
of France over the price to be 
paid by Bull for the US consumer 
electronics concern's Data 
Systems computer subsidiary. 

The row has prevented Zenith 
from releasing fuD 1989 results 
that include discontinued 
operations. Excluding the com- 
puter business, Zenith yesterday 
tinned in a loss Of $17nt or 64 
cents a share from continuing 
operations for 1989, against a 
toss of Slim or 42 cents in 1988. 
Sales rose to $l-55bn last year 
from $l-4hn. 

The sale of the c om p n t e r busi- 
ness, for up to $635m depending 
on net asset valuations, was 
announced last October, but the 
dispute has arisen now because 
of what Zenith termed “the sub- 
stantial deterioration of the bust 
ness In December.** 

At the time of the sale the 
computer business seemed an 
attractive and profitable com- 
pany, but within weeks Zenith 
revealed that the business had 
turned into a loss-maker. 

Hr Jerry Pearlman, Zenith 
chairman, yesterday called the 
row “a difference of opinion of 
s i gnifi c ant magnitude" and said 
“neither we nor our auditors can 
predict the outcome of discus- 
sions, possible arbitration or 
other action.” 

Zenith, was paid $496m by Boll 
on December 28, which accord- 
ing to the IUtoofe-based company 
re prese n ted 90 per cent of a total 
sum that was to have included a 
$91. 9m premium pins the 
adjusted net book value of the 
computer business as at file end 
of November. 

But a speedy deterioration in 
the business in December caused 
Bull to demand a $49m reftmd, 
plus Interest, which Zenith is ref- 
using to pay. Zenith, which 
employs a workforce of 8,000 in 
toe US and an overall total of 
30,000, Including MMrig a n assem- 
bly workers. Is the only surviv- 
ing US-owned integrated nano- 
factnrer of ddmur television sets. 

Its c onsumer electronic sales 
last year amounted to $L8bn, up 
by 9 per cent. Us components 
sales were 21 per cent higher at 
$26 lm. 

The c o m pany said it made a 
$4m net profit from continuing 
operations in the fourth quarter 
of 1989, down from $7.5m in the 
same period of 1988. 

Previously Zenith had esti- 
mated a $2 2m fourth-quarter 
extraordinary gain from its com- 
puter business sale. Yesterday 
morning Zenith’s share price 
was ** point down at $84|. 


FIDELITY INTERNATIONAL 


GLOBAL 
INVESTMENT 
MANAGEMENT 
AT ITS 
BEST. 


Rdeflty is one of die world's leading investment 
management organisations with a network of strategically 
placed fund management operations covering the globe. 

Stogie-minded dedication to providing superior 
investment performance is the foundation of our business. 
With one of the largest buyside research teams in the world, 
die resources we commit to generating sound, original 
investment ideas are probably unsurpassed in the fond 
management business. 

And, because Fidelity is a privately-owned company, 
we’re better able to invest in the people and systems to excel to 
the future —-a paramount consideration when choosing an 
investment manager: 

It’s no wonder companies within the Fidelity 
Organisation together manage over $115 billion. 

For further information, please contact Hilary Smith, 
Director, on 44 1 283 99U- 
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Astra advances by 23% 
to SKrl.67bn before tax 


By Robert Taylor In Stockholm 


ASTRA, the Swedish 
pharmaceuticals company 
which is attracting increasing 
international interest because 
of prospects fin* its Losec anti- 
peptic nicer drug, increased 
pre-tax profits (before appropri- 
ations and taxes) by 23 per 
cent last year to SKrl.67bn 

($272m) from SKrL35tm. 

Sales rase by 19 per cent to 
SKr7.48bn from SKr&28bn. The 
board proposed a dividend of 
SKi2-50 a share, the same as 
for 1988. 

Earnings per share after fun 
tax rose by 33 per cent to 
SKrii from SKrSJQ. 

Mr Haken Mogren, presid ent , 
forecast that sales and pre-tax 
profits would increase by about 
20 per cent this year. 


The company's best sales 
growth performance last year 
was in agents for gastrointesti- 
nal diseases with a 179 per cent 
improvement to SKr569m bom 
SKt204dl 

Astra said Losec, which was 
introduced into the US, West 
f >mgn French and Spanish 
markets in the fourth quarter 
of last year, is now an sale in 
25 countries. 

Astra’s sales of Losec 
totalled SKr380m last year and 
in the three countries where It 
was first launched - Sweden, 
Holland and Switzerland — its 
mark et share had readied 20 
ner cent by the gnfl of 1968. 
Astra is currently embroiled in 
a learned dispute with Glaxo, 
producer of the Zantac anti-ul- 


cer drug, over the safety of 
Losec. 

In spite of the strong growth 
for Losec, Astra’s largest sales 
product continues to be the 
cardiovascular a py nt Splnikpn 
which had sales of SKrLSibn 
in 1989 compared with 
5Krt-2bn in the previous year. 

There was an 18 per cent 
growth in Astra's sales of 
agents for respiratory diseases 
to SKrL83bn from SKrL55bn 
with a 59 per cent Improve- 
ment in sales of Fulmicort The 
company also reported a 10 per 
cent increase in its sales of 
local anaesthetics to SKTLSSbn 
from SKrL42bn_ 

Astra announced that its 
nnwiiai meeting would be held 
an May 16 in Stockholm. 


Degussa and E Merck seek link 


By Katharine Campbell In Frankfurt 

E. MERCK, the privately-held 
pharmaceuticals and special 
chemicals company, and 
Degussa, the precious metals 
ami chemicals concern, both of 
West Germany, are considering 
a merger or other farm erf co- 
operation within their pharma- 
ceuticals businesses. 

The move reflects the cur- 
rent trend towards consolida- 
tion in the fragmented pharma- 
ceutical industry, prompted in 
particular by heavy research 
and development costs, which 
usually run at 10 to 15 per emit 
of companies’ annual sales. 

The two companies 
announced yesterday they 
were setting up a commission 
to explore all forms of coopera- 
tion, but gave no further 
details. E. Merck has no con- 
nection with Merck of the tJS, 
the world’s largest drags com- 
pany. 

Analysts reckoned that, 
while It was possible that Asta 
P harma, the pharmaceuticals 
subsidiary of Degussa, would 


be bought by E. Merck, the 
more likely course of events 
would be a joint venture, 
which could seek a stock 
exchange fisting: 

A big attraction for E. Merck 
in a possible tie-up would be 
the benefits of Degussa's prog- 
ress In developing cancer ther- 
apy drugs, which mesh well 
with its own cancer research. 
Degussa, meanwhile, which 
has some presence In Europe, 
would benefit from the vastly 
more extensive worldwide net- 
work of E. Merck. 

Last year, E. Merck's group 
sales' amounted to DM3J>bn 
($2.1bn), a 6.3 per cent increase 
on the previous year, it was 
revealed yesterday. Over 40 per 
cent of this was in pharmaceu- 
ticals. Domestic growth was a 
slower 3.0 per cent, though 
pharmaceuticals turnove r was 
up 11.7 per cent. Domestic 
sales were valued at DML7bn, 
and profits at about DM57.3m, 
20 per cent up on the previous 
period. 


About 85 per cent of 
Degussa’s profits come from its 
chemicals business, but phar- 
maceuticals represent only a 
small part of the group’s activi- 
ties. 

Group sales for the year 
ended September were 
DM14.4bn compared with a 
turnover at the Asta Pharma 
pharmaceutical subsidiary - 
announced yesterday - of 
DM749m. 

Analysts said its pharmaceu- 
ticals operations were in the 
current climate probably too 
small to stand alone, noting 
also that the Degussa group 
faced pressure on its margins 
In precious totals trading. 

Separately Merck, the Swiss 
holding comnanv based in flng. 
Jnto which K. Merck’s foreign 
I nterests are consolidated, yes- 
terday reported group sales of 
SFrl.SSbn ($1.3bn) for 1989, 
against SFrL69bn in 1988. 
Pharmaceutical sales were 
SFr757m, up firm SFr62Sm a 
year earlier. 


Dasa expects profit in first full year 


DEUTSCHE Aerospace (Dasa), 
the aerospace unit of Daimler- 
Benz of West Germany, said it 
expected to make a profit in 
2990, its first full year since its 
1989 formation, writes Our 
Financial Staff. 

However, Mr Juergen 


Sc hr e mp p, management board 
chairman, Dasa also fiiced 
restructuring costs - partly 
because of a decline in military 
business - which may involve 
some rationalisation. 

Mr Manfre d Blschoffi finance 
director, said Dasa, which 


includes Mess erschmitt-Bd L 
kow-BIohm, would have a 1990 
turnover of some DMMJSbn 
($&6bn). Dasa had 3989 turn- 
over of DM8bn, excluding 
MBB. Its results are being con- 
solidated into the books this 
year for tiw first time. 


GM holds 
talks with 
E German 
car maker 

By Kevin Done, Motor 
Industry Correspondent 

GENERAL MOTORS of the US 
Is holding talks with the East 
fjfi-man manufac turer of tiw 
Wartibmg car about a possible 

co-operation deal. 

The discussions are being 
conducted by Adam Opel, 
COTs West Goman subsidiary 
and the corner-stone of Its 
European operat ion s. 

The Wartbmg fa asse mbled 
in Eisenach by the VEB Auto- 
mobilwerk Eisenaeh, part of 
tfiB Rairf German car-making 
ip based in Karl-Marx- 


Opel refused to disclose any 
details of the talks, which it 
said were at a very preUml- 
naiy stage. According to West 
German newspaper reports, 
Opel is examining potential 
collaboration both in car 
assembly aim in sales and ser- 
vice operations. 

Last month GM, the world’s 
largest car-maker, announced 
tint it was planning to form a 
joint venture in Hungary to 
build engines and to assemble 
cars. 

It has signed a protocol with 
Saba, the Hungarian state- 
owned maker of tracks, diesel 
«wgina«, tractors and anas, to 
form a joint venture in which 
the US group will own 67 per 
cent of the equity and will 
appoint the msmaghrmtait, The 
project win Involve a total 
investment of around fl5Qm. 


Bony goes acquires 
stake in Soviet 
weekly newspaper 

BOUYGUES, the French 
construction group, has 
bought a 50 per cent stake 
in the Erendi-langnsge edition 
of Moscow News, the pnwe- 
form Soviet weekly, Reuter 
reports. 

Bouygnes said Mr Igor 
Yakovlev, Moscow News’s edi- 
tor-in-efaiet, signed the agree- 
ment at Bouygues’s headquar- 
ters outside Paris, but it gave 
no indication of the sum 
involved. 

French reports quoted a 
company official as saying the 
acquisition was part of Bony- 
goes’ strategy for expansion 
into the East. 


KIO chief bears BP aftershock 

Victor Malle t on a London posting hit by Kuwaiti power struggles 


K uwait’s decision to 
recall Mr Fouad Jaffar, 

end manager of the London- 
based Kuwait Investment 
Office, was interpreted by 
bankers and senior officials 
yesterday as a delayed after- 
shock from the two-year-old 
ETO-BP affair and the ensuing 
power struggles within the 
Kuwaiti Government 
No official statement has 
been made by the Kuwaiti 
authorities about the do^rm 
or about any replacement, but 
it is known that Mr JafEar is to 
return home reluctantly by 
March 15. Four senior portfolio 
managers have already been 
recalled from London. 

It appears that Mr Jasem al- 
Kharafi, the Finance Minister, 
has decided - with the back- 
ing erf the Emir - to reassert 
central control over the KIO. 
The Kuwait Investment 
Authority (KIA), a Kuwait- 
based umbrella organisation 
headed by Mr ahKharafi, was 
established in the 1980s to 
oversee the KIO but failed to 

malro mra-h Im part rm tfl this 



The KIO, which manages up 
to $50bn of Kuwaiti foods, is 
supported by the dynamic 
Sheikh All Khalifa al-Sabah, 
the Ofi Minister. Hie is thought 
to have backed the KIO's pur- 
chase of 2L7 pear cent of BP 
when the British Government 
decided to privatise its remain- 
ing stake in the company in 
spite of the October 1987 stock 


CTwHrTi All Kfmltfla 

al-Sabah: supports KIO 
market crash. 

Britain was outraged by the 
KIO's raid on BP, and. although 
Kuwait emerged with a profit 
foam last year’s BP share buy- . 
back, which cut the KIO’s 
stake to less than 19 per cent, 
some erf Sheikh All’s relatives 
in tiie ruling family were 
embarrassed by the publicity. 
Qirtoir d ec is io n s are not a hall- 
mark erf Kuwaiti politics, and 
Mr JaEEaris recall is regarded 
as a belated attempt to rein in 
the KIO - car to go through the 
motions of doing so. 

A special four-man commit- 
tee loyal to the Finance Minis- 
ter was appointed to examine 
the pgrtormawne of the inn . As 
well as arranging Mr Jaffer’s 


return, the committee has 
enforced limits on the scale 
and geographical spread of- 
operations which the KIO can 
conduct without authorisation 
from the KXA in Kuwait 

Senior Kuwaitis close to the 
KIO complained yesterday that 
the KIA, which has its assets 
pM pf gpd by banks and broker- 
age houses, does not appreciate 
the professionalism of the KIO, 
which manages its own affairs, 
or erf Mr- Jaffar, who has suc- 
cessfully led the KIO for more 
than 20 years. 

One official described the 
increased KIA bureaucracy as 
"detrimental” to the KIO. “The 
KIO’s results are well-known 
and extremely good,” he said. 
"If the Idea was to make us 
more .efficient, then presum- 
ably someone would have been 
appointed as a replacement (far 
Mr Jaffar]." 

The KLA is intensely secre- 
tive, and it is difficult to tell at 
this stage what practical effect 
tim new measures wQX have. ] 
Kuwait as a whole remains a : 
wealthy and aggressive over- 
seas investor - earning- about 
as much from its investment 
fncomft as it does from oil, - 
and Sheikh Ali continues .to-; 
pursue his interest is down- 
stream and upstream oil 
investments through the 
Kuwait Petroleum Corporation 
and its subsidiaries. 

Some economists believe the 
ETA is being given more 
responsibility in North Amer- 
ica, and it fa certain that the ■ 



The Rmte of Kuwait: backs 
central control of KIO 

KIA is trying to separate KIA 
and KZO functions in a more 
formal way than has been the 
case so far. Traditionally the 
KIO has managed most of the 
estimated KD17bn ($58bn) of 
foods In 'the : Reserve Fund fin 
Future Generations (which 

receives a proportion of annual 

oil revenues) by investing in 
Western markets and Japan, 
where it is the largest foreign 
investor. 

The KIA has looked after the 
KDlOfan General Reserve (of 
which about 85 per cent is 
thought to be in illiquid assets 
such as loans to Iraq), andbas 
concentrated cm investments 
in the Far East and the Arab 
world. 


Sock Shop seeks protection from creditors 


By- Maggie liny in London 

SOCK SHOP. International, the 
hosiery chain which was one of 
the retail stars of the 1980s, 
yesterday asked the Companies 
Court to appoint administra- 
tors to give the group protec- 
tion from its creditors. 

The company said it needed 
a breathing space while it 
organised a- refinancing pack- 
age. 

Ms Sophie Mirman, chair- 
man and joint mahaghig direc- 
tor, said if the order was 
granted at a court hearing 
today it would be "the best 
way of wi nning that our refi- 
nancing discussions are pro- 
ductive.” It would allow the 
group to continue trading as a 
going concern. 


The petition to the court is 
an unusual move In the -UK 
but is similar to a Chapter 11 
filing in the US. The group has. 
been supported m its petition 
by Barclays Bank, its bankers. 
It is thought the bank was 
keen to see an. injection of 
management. The group has 
only three direc tors. 

- Bis Mirman said rumours 
that Mr Richard' Rosa, her hus- 
band and the other joint man- 
aging director, would have to - 
leave fhfe - company, were 
•totally unfounded.” 

The group has debts totaL- 
Ifng £l6m ($27m) and less than 
two weeks ago revealed that 
losses in the half year to the 
end of August reached nearly 


£4m. fachuflrig trading losses 
from the US mops which were 
dosed just after Christmas. A 
material loss is forecast for the 
year to the end of February. . 

Analysts suggested yesteiv 
. day that the company might 
need to raise as much as £16m 
.to new money to dear ths bor- 
rowings and give sufficient 
new equity to cover the losses 
and writeoffs. However, some 
bdtevethe company could sur- 
vive with less. In spite of Sock 
. S ho p's problems ft has received 
n umerou s offers of backing. 

Yesterday morning the 
shares, which are quoted on 
the Unlisted Securities Market, 
were suspended at 34p, 
the group at £7£m. At its 


Sock Shop shares reached 325p 
making the company worth 
over £70m. It is thought the 
shares could return from sus- 
pension if and when the 
administrators are appointed. 

Ms Mirman said last night: 
“I am confident that the Sock 
Shop concept will survive.* It 
is expected that the 80 per cent 
stake held by Ms Mirman and 
her husband will be diluted to 
well under 50 per cent through 
thp refinancing; 

If the court approves the 
petition, Mr Peter DuBnisson 
and Mr Phillip Sykes, both 
partners of BIX) Binder Ham- 
jyn, the aoccnoftants^ .will be 
appointed as administrators. 
Lei, Page 18 


One of 
Japan’s 
oldest 
securities 
firms 


is now 


trading 

here. 


Takagi Securities (Europe) Limited is pleased to announce the 
opening today of its London office. A subsidiary of Takagi 
Securities Co., Ltd., we offer a wide range of capabilities within 
the European financial markets. Our expertise includes broking, 
dealing, underwriting and distribution of stocks and bonds. Please 
contact us for further information about onr investment services. 

TAKAGI 

TAKAGI SECURITIES (EUROPE) LIMITED 




W.iH, London HC-M 500 I c U’ [>!) one I! ! -ri j.S 11 '). 


MEMBER OF TS4 AND AIBD 


•x '.’OS-O. l.ONTK G F.ix r 'i- (,55 1255 


Where in Britain can you 
open a complete bank account 

with high interest 

-paid gross? 






Douglas, Isle of Man. 

Bank of Scotland (Isle of Man) Ltd pays 
high rales of interest and doesn’t deduct 
a penny fn Income Tax. 

The Isle of Man has fts own tax 
5^ system which enables expatriates to 

enjoy London Money Market rates without the tax 
imposition of the mainland. 

At the same time you have the strength and 
acceptability that comes when dealing with a 
“ subsidiary of a major UK bank. 

For an application form, return the coupon to Bank of Scotland 
(Ide of Man) Ltd, Bank of Scotland House, PO Box 19, Douglas, ble of Man. 



APPLIED RATE. 
hHi*il ratu mo, vary- 
cornu* at tim* of going to 
piM.SuIjiadtomMmum 
botonca Mng nMnodL 

£1000 minimum opening depod-no mccdmum balance. 

StancKng onlors and t5recT debifs £1 per item. . .. 

Statements quarterly (free of charge). 

Interest calculated dcdjj paid monthly 
■ Gcfl {0624} 23074 for current interest rates. 

' Bank of Scotland (We of Mortf Ud was incorporated <md is situated in 
the We of Man. The paid up capital and reserves of Besik erf Scotland 
(ble of MctiJ Ltd as at 28th February 1989 were £437 miSon. 


r- — 1 — — — — s 

I High interest current account for 

I expatriates. 

Pfetne sondme a Manx Money Market 

■ Cheque Aorourtf ApplicaHonftwm 


FTFeSS^ 


□ 


I 


Full Name. 


Address. 


Country. 


Bank of Scotland (Isle of Man) Ltd 

^J^ddng after your interests in the isle °f Manjj 
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Bass Public Limited Company 


has acquired the 


Holiday Inn Business 


Holiday Corporation 


We acted as financial advisor to 
Bass Public Limited Company in this transaction 
and assisted in the negotiations. 


Merrill Lynch Capital Markets 




Hestair pic 


has been acquired by 


BET Public Limited Company 


We acted as a financial advisor to 
Hestair pic in this transaction 
and assisted in the negotiations. 


Merrill Lynch Capital Markets 
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The Boots Company PLC 

- r ...*' 

Pembridge Investments Ltd. 

has sold 

. 

'• ' v •= : 

. * " . 7 




has acquired 

1 Childs Corporation 

> 4 '* 4 . 4 - 

: > x 


j||| to a newly formed corporation 

organised by 

4 ' . 
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DRG public limited company 

Butler Capital Corporation 
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HI We acted as financial advisor to 

HI The Boots Company PLC in this transaction 

HI - and assisted in the negotiations. 
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We acted as financial advisor to 

Pembridge Investments Ltd. in this transaction 
and provided a bridge financing commitment of & 50, 000,000. 

Merrill Lynch Capital Markets 
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This amunmcemenl appears as a matter of record only . 

CANADIAN BOGOSU RESOURCES LIMITED 

Ghana 

Owned by 

Billiton BV, Sikaman Gold Resources Ltd., 
International Finance Corporation and the Republic of Ghana 

Project Financing to Develop 
the Bogosu Gold Mine 

Arranged by 

International Finance Corporation 
US. $43,000,000 

Provided by 

International Finance Corporation 

and through participations 
in an IFC loan by 

Societe Generate 
Credit Lyonnais 
Deutsche Bank AG 

Osterreichische LSnderbank Aktiengesellschaft 
The Sumitomo Bank, Limited 
Banque Internationale a Luxembourg SJV. 

Ecobank Transnational Incorporated 

DM 25,000,000 

• Provided by 

DEG-Deutsche Finanzierungsgesellschaft fur 
Beteiligungen in EntwicklungslSndem GmbH 

January, 1990 


NOTICE TO HOLDERS OF 


Bfp The Bank oflbkyo 
Thist Company 
. a*Tn*t*ca*d 

Diabwraanatt Agent 

Datecfc February 2L 1990 


FINA NCIAL TIMES 
CONFERENCE 

totofaeWhiflModtffcMvM 
KFMG Pest Marwick McLfatocfe 

MANUFACTURING 
STRATEGIES IN THE 9Vs 

23 A 24 May, 1990 ' 
M ctrop ote Hotel, 
Knmngham 
For farth er mfonnatioa, 
please send your business 
card, together with this 
advertisement, to: 


nc M Times Con fe rence 
Organisation . 

126 Jenayn Street 
London, SW1Y 4UJ 


London, SW1Y 4UJ 
Tab 61-925 2323; 
Fax: 81-925 2125; The 
27347 FTCONFG 


Ufestpac Banking Corporation 

(IncofpofaWwithBmrtsdBabflIty in Ihe Slate of New South Wales, Austrafia) 

U.S. $150,000,000 Subordinated Floating Rate 
Notes Due 1997 

fn accordance with the terms and conditions of the Notes, notice 
is hereby given that for the Interest Period from 21st February 
1990 to 21st August, 1990 the Notes will cany an Interest Rate of 
8.625 percent per annum. The Interest Amount payable on the 
Interest Payment Date which will be 21 st August 1990 is 
US. $433.65 lor each Note of US. $10,000. 

Ufestpac Banking Corporation 

Agent Bank 

Westoac House, 

75 KmgWffiam Street ^ 

London EC4N7HA /Y 


The Council of 
Europe Resettlement 
Fund 

for National Refugees and 
Over-Population in Europe 

¥10,000,000,000 

Floating Rate 
Notes due 1994 
(the “Note*”) 

Notice is hereby given that for 
the interest period from 21st 
February, 1990 to 21st August, 
1990, the Notes wiD carry aa 
Interest Rate of 7% per 
annum. 

Interest payable oo 21st 
August, 1990 will amount to 
¥347,123 per ¥10.000.000 


Apent Bank 
t-leni'QuS 


enn 'Credit Bank of 
an. Limited 



This advertisement Is issued in complianoe with the Radiations of the Council of The Stock Exchange. 
Application has been made to the Council of The Stock Exchange for the ordinary share capital of ABI Leisure 
Group p(c, issued and being issued, to be admitted to the CtfBdallist.lt is expected that the ottUnaiy shares 
of iQp each In the Company will be admitted to the Official Liston 26tfa February 1990 and that dealings will 
commence on that day. 



ABI Leisure Group pic 

(Incorporated in England under the Companies Act 1985 with No. 2258157) 

Placing 

hy 

N M Rothschild & Sons I indee d 
of 

10,000,000 ordinary shares of IQp each at 125p per share 

ABI Leisure Group pic manufactures touring caravans and Leisure homes for dUbribution in h* 

United Kingdom and western Europe. 


Authorised 

£6211,017 


Share capital following die Racing 


ordinary shares of K)p each 


Issued and fbUy paid 
£2^57,844 


The odinaty shares of lOp each, now being placed, rank par! passu in all respects with the existing issued 
ordinary shares of lOp each in ABI Leisure Group pic. including the right to receive all dividends and other 
distributions declared, made or paid hereafter on tire ordlnaiy share capital of ABI Leisure Group pic. 

In acooidance with the Rules and Regulations of the Council of Hie Stock Exchange. N M RothsdiSd & sons 

Limited has InstmctedRuininre Gordons Co. Limited airisinifa New Court corporate Finance linked to 

place 7,500.000 and 2,500,000 ordinary shares of lOp each respectively' 

listing Barrinriais relating to ABI LrisnieGnoiypteareavalfaMeln fhesmrisriral wrirprflwri Wnawrial 
^imit^fi. Copies of tire listing Particulars may be obtained during normal h namss Ho nrs m 22nd M» n»iy 
1990, and 23 rd February 1990, for collection only; from the Company Announ cements Office, The Stock 
Exchange, 46-50 Finsbury Square, London EC2P2IX and during normal business hours on aqy weekdays 
(Saturd^ and public holidays excepted) up to and including 7lh March, 1990 from: 


MnmoTHiHouiaasor 



By The TbkaiBK*. Lasted, 


Uaftbnmj. 1990. 


BANCO H1SPANO 
AMERICANO SA 
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Nekoosa 
succumbs 
to Georgia 
Pacific bid 

Ely Anatote Kslotsky 
in Now York 

GREAT NORTHERN Nekoosa, 
the big US paper company 
which had been fighting for its 
independence fat the first big 
contested takeover battle of 
the US finest products busi- 
ness, succumbed yesterday to 
a slightly I mp roved offer from 
Georgia Pacific. 

Nekoosa’s ' merger with 
Georgia Pacific would create 
the world's biggest papa: and 
finest products group. Under 
the deal, Georgia Pacific 
would pay 9654* a share in 
m« h for the outstanding 
shares of Nekoosa, valuing ft* 
entire company at about 
$3.6bn. 

Georgia Pacific’s clinching 
off er was a amaH improvement 
over the $63 a share bid it had 
made in mid-November and’ 
which had been bitterly 
resisted by the Nekoosa board. 

Georgia Pacific originally 
hid $58 for Nekoosa a few 
weeks after October's "‘mini- 
crash'* on Wall Street. Ana- 
lysts then suggested the final 
price for Nekoosa might have 
to be well over $70 a share. 

Given the nervousness in 
die US stock market and file 
Mg falls suffered, pwftwiiiriy 
by takeover stocks, yester- 
day’s agreement came as a 
relief to the hard-pressed arbi- 
trageurs on Wall Street. 
Nekoosa’s shares advanced by 
$Lh to $85% in heavy trading^ 
while Georgia Pacific Ml %\ 
to $44^, with few shares 
changing hands. 

Some analysts maintained 
the deal could mark the begin- 
ning of a substantial consoli- 
dation in ft* US paper and for- 
est products industry. The 
expanded Georgia Pacific 
would have annual galas Of 
about y i 4.Sbn, a gainst Interna- 
tional Paper’s $12.5bn. It 
would also become a broad- 
based producer, since Nekoos- 
a’s containesboard and pack- 
aging operations would com- 
plement Georgia Pacific’s 
bunding products businesses. 
Nekoosa’s failure to defend 
' itself against Georgia Pacific, 
In spite of anti-trust objections 
and anti-takeover devices, was 
expected to Increase the vul- 
nerability of smaller compa- 
nies in the industry. 

Georgia Pacific will ftwnwi 
file Nekoosa purchase by bor- 
rowing $4Jfim from a bank 
syndicate led by Bank of 
America., . , 


Strong growth 
for Portugal's 
private banks 

By Patrick Btaan in Oporto 

PORTUGAL’S main private 
tanks experienced another' 
year of strong growth in 1988, 
benefiting from file Ugh level 
of economic activity in the : 
country with record invest- 
ments — foreign and domestic 

— Mill ftlHlI ft* fl«lv evi>IUCTlt* a 

privat i sati on p rog r amm e. 

■ Restructuring in ft* finan- 
cial sector and increasing 
mergers and acquisitions 
activity also boosted earnings. 

Yesterday, the Banco- Forte - 
goes de Investimento (HPI), 
the leading Portuguese private 
investment bank, announced a 
17 per cent rise in net p ro fi t s 
from EaSbn ($20m) in 1988, 
with cash flow before taxes 
increasing by about 44 per 
emit from Es&ftm in 1988 to 
Es4£hn last year. 

The bank is raising its divi- 
dend from 10 per cent to 12 
per cent on an unchanged 
Es7.5bn share capitaL 

Earlier, the Banco Conterdal 
Portngnes (BCP), one of the 


tanks, had announced a 49 per 
cent Increase in net profits 
from Es6.7bn In 1988 to 
EslObn last year. 


American Brands offshoot 
pays £ 160 m for distiller 


By Philip Ra w a to me 

GALT. AFTER, the British 
subsidiary of US tobacco group 
American Brands, yesterday 
bought Whyte & Mackay, tiro 
Scotch whisky distiller, for 
£L9Qm cash in a surprise late 
hid 

the purchase, from Brent 
Walk er, the leisure and prop - 
erty group, ended an increas- 
ingly tetter five months 1 auc- 
tion In which the main 
contenders had ap peared to he 

a iw m aggn ra n i fawm led by Mr 

Michael Limn, Whyte & 
Mackay’s managing director, 
and Bum Stewart, a Glasgow- 
hawnfl whisky company. 

These two bidders had origi- 
nally planned a Joint ve n t ur e, 
but toe project collapsed. A 
row later developed over the 
support given to Bum Stewart 
bly nh*i-t*riwns^ t 
bank, which is owned by the 
Royal Bank of Scotland, Whyte 
& Mackay’s banker. 

GaUaher’s unexpected inter- 
vention. fallowed an. approach 
by Mr Luna's group. Mr 


said yesterday; "We were 
asked if we were interested in 
a minority stake in ihe com- 
pany. After some, discussion, 
we made it dear that we would 
prefer to own the company but 
retain tee management team. 
We made our bid on that 


rimfrman and chief eX B CUtiv e. 


Mr Houaeham confirmed 
that Mr Limn would mow.be 
appointed chairman and chief 

executive 

of Whyte & Mackay. “ft was 
tee quality of the manage- 
ment team that persuaded us 
to buy the company," be said. 

The deal comprises all 
Whyte & Mackay’s brands 
- which include Claymore, 
Haig, Crawford’s and Whyte & 
Mackay - its Daimore, Tomin- 
toul and Ftottatc alm , distilleries 
and its bottling and packaging 
subsidiary, William Muir, 

Whyte A Mackay, which 
employs some 800 people, has 
about 15 par cent of the Scotch 
whisky market and, according 
to unaudited accounts, in tire 
15 morrths ended December 31, 
1989 made pre-tax profits 


of £14m on turnover of 
£179m. 

Mr Lunn said yesterday: 
"Hie deal is the best option for 
the future. Existing manage- 
ment will be allowed to 
develop the comp any on ah 
autonomous basis from .Glas- 
gow.’’ 

A tte mpts to put together a 
manag ement consortium had 
friaati hampered by a change of 
attitude in the City towards, 
buy-outs, coupled with 
increased interest rates, he 


"There were also threats of 
h pgfflg takeover bids which we 
behaved would not be in the 
long-term interests of the com- 
pany, &s employees, or its cus- 
tomers." 

Whyte & Mackay brands are 
already distrib u ted in the US 
by American Brands, which 
owns An Beam , the world's 
top-selling bourbon. 

This relationship is now 
Hhrfy to be developed and GaL- 
lfthgr fa expected to commit 
substantirinmds to Whyte & 
Mackay’s growth. 


First Boston denies cutbacks 


By Janet Bush in New York 

FIRST BOSTON, the US arm of 
global securities house CS 
First Boston, yesterday denied 
ft was planning substantial Job 
cuts. It said, however, it was 
continuing to review its 
in th* tight of mar- 
ket conditions and ft wight 
decide to withdraw from some 
narrow businesses. 

First Boston was beset with 
rumours throughout last week 
- which saw Drexel Burnham 
Lambert file for Chapter 11 
bankr upt cy protection - that 
it too was faring ftmMSty diffi- 
culties because offis expos ur e 
to the distressed junk bond 
market. 

It strongly ifenled US press 
reports sourced to its commer- 
cial hantmi that First Boston 
had asked them to release a 
pnHie statem ent denying that 
they had cut off credit to the 
investment bank. A spokes- 


woman said yesterday that 
First Boston was unaware of 
any such request ■ • 

Unlike Drexel Burnham 
Lambert, First Boston has the 
advantage of bring backed by 
CS Holdings, a weft-capitalised 


First Boston said its 
long-term review of its busi- 
ness could not be characterised 
as a r estructuring and denied 
reports that it was planning to 
lay off perhaps 600 to 900 
employees. Its payroll is just 
under 5^)00. employees. 

Last Friday, CS First Boston 
announced 29. job losses 
through ft* ri im lna t ioh of its 
bond futures brokerage busi- 
ness in Chicago which, it said, - 
was not nrofilabte enough. It 
said that ttWOTiiseJl as many 
as l8 of its 16 seat* on the two 
leading Chicago' commodity 
exchanges. 


First Boston recently estab- 
lished a separate merchant 

h u n tin g gnhpMiar y tn immag B 

the group’s principal invest- 
ment activities «nri to monitor 
fiie company's exposure to tee 
junk bond market. 

It is beUevedT to have sub- 
stantial holdings of deeply-dis- 
counted bonds of Federated 
Department Stores and Allied 
Stores which filed for. bank- 
ruptcy protection in January. 

ft Is also believed to be hold- 
ing most at the $475m junk 
bond offering for Ohio Mat- 
tress, which collapsed hist 
year, in the farm of an RHquid 
loon to the company. 

The bankruptcy filings of 
Federated, and Allied listed 
First Boston’s exposure as 
$526xn. First Boston has said it 
.tad already, taken some losses 
into acco unt and : its exposure 
was $293m at most 


Deere’s net earnings leap 62% 


By Alan F ri edman in New York 


DEERE & COMPANY, the 
jpading US manufacturer of 
.farm machinery, yesterday 
announced. * 62 per cent jump 
in its net eamings'far ttafirsT 
quarter, of its 1990. fiscal year, 
to $7&5m dr $L0* per share. 

The quarter's result, for the 
period ended January 81, was 
struck on the back of 20 per 
cent higher revenues of 
$L64m. Tire profit is unusually 
high because the first quarter 
of the pr evious fiscal y ear w as 
hit by ma nuf acturing start-up 
costs «nd shipping delays in 
the combine and tractor busi- 
nesses. 

'Production tonnage in the 
first quarter was 20 per cent 
higher than in last year's first 
quarter and net sales to dealers 


of farm and Industrial equip* 
merit were 21 per cart higher 
at $L37hn. 

r Mr Hobri-t Hanson, Deere’s 
ctairman, said retail sales of ; 

Hries were i^^tiK^rst' quar- 
ter, with North American sales 
of John Deere -.agricultural- 
especially 

• Be confirmed a forecast that 
file, company's 1990 antpot was 
running about 5 per emit 
higher than last year's produc- 
tion schedule s. Nor th Ameri- 
can lawn and ground care and 
^rimHnrnl fl qirip mpnt produc- 
tion would see the biggest rise 
in output, partly to offset lower 
production outride of the US. 

Mr Hai»on said North Amer- 
ican agricultural economic 


conditions continue to be 
favourable, and cited a US 
Department of Agriculture 
forecast that farmers’ net cash 
income in 1999 Would exceed 
tire MesleveL v 
' Excluding 'tise company’s 
financiai services subsidiaries, 
Deere’s equipment operations 
had $419m -at first-quarter net 
• income - up from $lA3m in 
file same period last year. The 
credit, insurance and health 
care operations turned in 
$343m oT first-quarter earn- 
ings, against $31.1m in the 
same period of 1989. 

For the whole of . the last 
financial year, which ended 
last October; Deere made a 
$3802m net profit on $7J22hn ot 


ana increasing 

boosto? e a r ning s . The Limited jumps 27% 

Hu> Rnnm Pnrft. • * • 


By Karen Zagor in New York 

THE LOOTED, one ot the 
largest US women's retail 
chains, yesterda y rep orted 
strong growth in fourth-quar- 
ter earnings as it continued to 
recover from a decline in the 
women’s apparel market, 
which seat profits into a tail- 
spin in the first half of 1988. 

The Columbus, Ohio-based 
company said its net income 
for the latest 14-week quarter 
jumped 27 per cent to $lfi3.im 
or 85 cento a share, from 
$120.Im or 67 emits in the 18- 
week fourth quarto- of 1988. 
Sales increased 17 per cost to 
$L58bn from $L36bn a year 


ago. For tiw whole of 1988, The 
Limited said net income leapt 
42 .per cent to $346£m or $192, 
from $245Jm or $L36 a year 
earlier. Sales in the year rose 
14 per cent to $4.65bn from 
$4.07bn. The 1989 fiscal year 
was one week longer than 1968. 

The company, one of tee 
fastest growing US boutique 
riwhia fa the first half of the 
1980s, said sales in the latest 
quarter and year advanced by 
22 per cent and 19 per cent 
respec ti vely, exc luding the Lav 
ner Woman division from its 
1988 results. The company sold 
Lemer Woman in April 1989. 


Abitritt posts 
loss of C$14.5m 

ABITIBI-PRICE, North 
America’s biggest newsprint 
producer, took file foil force of 
severe price discounting in the 
fourth quarter of font year a nd 
posted a loss of C$l4.5m 
(U S $ 12 . 1 m ) or 22 cento a share, 
on sales of C$S0Un, writes Rob- 
ert Gfbbens from Montreal 

A year earlier, Abrtibi 
earned C$48.1m or 66 cents, an 
sales of C$856m. The latest 
period included a special 
C$3 1.2m pre-tax charge to 
cover a machine shutdown. 

For the year, Ahitibi 
reported earnings of C$54.2m 
or 70 cents a share, against 
C$19Llm or C$2.64. 


ABI Leisure Group pic 
Swinemoor Lane 
Beverley 

N. Humberside HU17 0LJ 
2l5tJFfebrnaiy 1990 


Panrraire Gordon & Co. 
limited 

9 Mooffidds High walk 
London EC2Y9DS 
Member of TSA 


Booths. Co. 
Sovereign House 
South facade 
Leeds LSI 1HQ 


NMRothstiiM&Sons 
L imi ted 
Sfoik Street 
M anchester M2 2AW 
Member of TSA 
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Debt -for-Eqirity Conversion . 
foto its Nigerian subeidwy 

CFAO N^eriaLtd 
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and aouresd the eUgfefe deM 


Intmittonal Dcposltarjr Receipts (ssacd by 

MORGAN GUARANTY TRUST COMPANY OF NEW YORK 
' Erldenctog 1,000 pattldpafing shares of DS$ OgDl each 


lanOaUa bedtaqoiu 


AillROaembtf 


USJTXB 


VmtaiatBi 


DaGofepetaa 


lliTTnriiiiin inr 
usrooo 

agQpwBfcrMq 

U5T000 

as 

54 

ft 

41 

93 

97 

221 

ms. 

ffiSfi) 

14 

fff7m 

css® • 

10 

utm 


afftreap T^Wsalwa. fa Dw.^w ireg. 
eaafnd wBimibokiJii KSBsnvate SadcftkeMn 


tflbliiiaaltaistaiteDXdflirgfUfe i 


Ihentui— m 




4 m Art] 

BRUSSELS 

















FINANCIAL TIMES WEDNESDAY FEBRUARY 21 1990 


INTERNATIONAL COMPANIES AND FINANCE 


Westpac buys 7.5% of ANZ Bank 
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By Chris Shot-well In Sydney 

WESTPAC Banking Corp- 
oration, the largest of Austra- 
lia's Big Poor . commercial 
banks, yesterday paid Adelaide 
Steamship A$410m (US$312m) 
to acquire a -7.5 per cent stake 
in the Australia and New Zea- 
land Banking Group (ANZ), the 
third largest bank. 

The sale follows Adsteam’s 
rece ntly-announ ced ~ derteiwi to 
sell down its investment port- 
folio in order to concentrate on 
operating businesses, and 
allow the conglomerate, 
headed by the entrepreneurial 
Mr John Spalvins, to pay off 
some of its debts. 

The deal also highlights 
growing volatility in the Own- 
ership structure of Australia’s 
commercial banking sector, at 
a time when high interest rates 
have increased the incidence of 
non-performing debt and 
caused the banks unusual 




Westpac's purchase is seen 
as a broadly defensive move in 
the event of a major reshuffl- 
ing in the ownership of 


national or regional' banks. 

ANZ already bolds around 3 
per cent of National Australia 
Bank (NAB), the second largest 
hanlr, WhQe NAB h gB a whwllai- 

cross-holding in ANZ. 

Neither has a stake in West- 
pac, but Adsteam stQl has sig- 
nificant holding *: in both West- 
pac and NAB. Westpac and 
ANZ, meanwhile, both have 
stakes of around 10 per cent in 
each of two smaller regional 
hanks. Advance Bank in New 
South Wales and Challenge 
Bank in Western Australia. 

Broking analysts are predict- 
ing a shake-out in the sector in 
the coming months, following 
the -federal election on March 
24. This is reinforced by linear- 
tainty surrounding the govern- 
ment-owned banks, notably the 
federal government’s Common- 
wealth Bank, the number four 
bank, and the state-owned 
State Bank of Victoria and the 
State Bank of New South 
Wales. 

Speculation last year that 
the Commonwealth' Bank 



Mr John Spalvins: leading 
Adsteam’s efforts to pay debts 

might merge with one of the 
other three major banks has 
subsided because of Labor 
Party objections. 

Concern has grown, how- 
ever, about the future of the 
State Bank of Victoria became 


of the poor performance of Tri- 
continental, its merchant bank- 
ing arm, now absorbed by the 
parent 

After provisions last year of 
some A$500m and a substantial 
A£200m overall loss, the bank 
is said by broking analysts to 
be farfwg further prov isi ons in 
the current year of up to 
AgTOOm. 

The State Bank of New 
South Wales has acknowledged 
holding talks with its Victorian 
counterpart about a possible 
merger to help replenish its 
capital base, but nothing stems 
to have come of them. 

One suggestion is that the 
Commonwealth Rank might be 
interested, but analysts say 
only the private sector banks 
have the capital to make such 
an acquisition. 

In their view the govern- 
ment-owned banks, especially 
the Commonwealth Bank, are 
already hungry for equity capi- 
tal, and any resort to local debt 
markets would be unsatisfac- 
tory. 


Big loss on 
currency 
hits Honda 

1 By Ian Rodger In Tokyo 
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HONDA Motor, Japan’s third, 
largest motor group, saw con- 
solidated net income drop 7-8 
per c en t hi the third Quarter to 
Y23L5bn C9155JSm) or Y2305 per 
share, mainly because of a 
large foreign orchawg e loss. 

Consolidated sales were up 
per cent to Y942J9m, as car 
galas jn both the US and Japan 
were helped by the introduc- 
tion of new models. 

Operating income jumped 
2Z9 per cent to Y55bo, largely 
because of the weaker yen, 
cost cutting and tbs removal of 
sate s incentives following the 
introduction of the models. 

In the third quarter, automo- 
bile revenue rose 12 J per cent 
to YTOUbn while motorcycle 
sates dropped L6 per emit to 
Y89-8tm-. Power- product sates 
advanced 15.2 per cent to 
Y29.9bn. 

For the nim» months to Sep- 
tember 30, net income was 
down 24.4 per cent to. Y55J.bn 
or Y56.47 per share on sates iq>' 
5.8 per cent at Y2,752.6bn. ■■ “* 

lire group issticking to Its 
earlier forecast that second- 
half consolidated net income 
will be as good as, or slightly 
better than, last year’s 
T4&.7bn. - - - . c .. V 

•Metfi Sdka Kaisha, toe Jap- 
anese pharmaceuticals ami 
confectionery-group, ban raised 
its forecast for parent company 
net profit in toe year ending 
March 31 1990 to Y7bn from an 
earlier expected YSbn, against 
Y3.06bn a year earlier, Reuter 
reports. 

The increase in the 198MQ 
net profit forecast reflected 
Y4bn earned selling real estate 
in and near Tokyo, the com- 
pany said. 

The diversified confectionery 
maker’s forecast for the year’s 
sales are unchanged at 72071m. 
• Sintokogta, the world’s larg- 
est casting-machines maker, is 
to buy subsidiaries of Cross & 
Trecker. pf the _US for the 
equivalent of Yi-3bh, AP-DJ 
reports. 

The Japanese company has 
acquired Roberts Corp, of 
■Lansing, Miohignn. and Sbalco 
Systems Maschinen-und Ser- 
vice in Ham berg. West Ger- 
many. 

Sintokogio expects combined 
sales for both toe US and West 
German concerns to reach toe 
equivalent of Y5bn after three 
years. 


AECI’s domestic sales slacken 


By Jim Jones In Johannesburg 


AEd, South Africa’s largest 
diversified chemicals group, 
lifted profits last year, but the 
group said domestic sales 
slowed -significantly in the sec- 
ond half. 

Export sales were boosted by 
36 per cent, but Mr Mike 
Sander, the manag in g director, 
warned that poorer co m mo dity 
prices at home and abroad 
would affect trading in 1990. 

The group’s trading profit 
Before interest and tax in 1969 
increased to R604m ($237 .5m) 
from R473m last time and pre- 
tax profit rose to B495m from 
R398m. Turnover advanced to 


B4-76bh from R4.08bn last time. 

Apart from some difficult 
trading conditions, the year 
was disappointing because the 
Government declined to pro- 
vide any financial help or pro- 
tection for AECTs proposed 
coal-based synthetic fuels proj- 
ect with Amcoal, toe colliery 
company. 

The project is not viable 
without protection and has 
been shelved for the present 
Mr Sander said AEQ was nego- 
tiating with theGovemment to 
recover toe project’s develop- 
ment fWpPWflftg ■ 

Though. ' sales volumes 


slowed in the second half Mr 

RariHwr Bald flw fertiliser, plas- 
tics, syntheti c fibre an<3 cblor- 
aHwU divisions traded well. 

Fertiliser sales have been 
helped by greater demand from 

maim tom »w and ratinnaHm. 

tion of the industry’s produc- 
tion. 

Earnings rose to 203 cents a 
share from 165 cents and the 
year’s total dividend has been 
raised to 87 cents from 75 

fiwitu 

ASCI is controlled jointly by 
H3 and Anglo American Corpo- 
ration, South Africa’s largest 
mining house. 


T&N Holdings lifted by merger 


By Jim Jones 

T&N HOLDINGS, the South 
African affiliate of T&N of toe 
UK, lifted sales by two thirds 
in 1969, largely as- a result of 
its merger with Associated 
Engineering (Asseng), the 
motor components manufac- 
turer. 

- Margins came under consid- 
erable pressure as Jtomand for 
motor vehicles and compo- 
nents sla cke ned- The directors 
warn trading conditions are 


Hkely to he even more difficult 
in 1390. 

Trading profit before interest 
and tax- was lifted to R3&8m 
CH4Jhn) from R2&3m, and toe 
pre-tax profit Increased to 
R2ft .gm f rom BMjm. 

Turnover rose to R39L4n in 
the past year from R234.7m 
earlier, with toe consolidation 
of Asseng contributing 
Riflnim to the increase. 

Earnings dropped to 69.8 


cents a share from 87.7 cents 
and the year’s dividend has 
been dropped to 81 cents from 
44 cents. 

The directors said Asseng’s 
trading conditions remained 
firm, though production was 
limTtwfl by capacity constraints 
at factories. In contrast, the 
friction materials divisions 
reported lower profits, as did 
some of the motor components 
and parts divisions. 


Canadian group in Malaysia venture 


S AmAWORLD Malaysia -and 
Canada’s Giant Bay Resources 
are joi ntly to develop a lbn 
ringgit ($sr70m) resort at Gent- 
ing Highlands just .outside 
Kuala Lumpur, Reuter rep o rt s . 
. The resort, which will have 
holiday homes, condominiums, 
a hotel .and a Disney-like 
theme park,, will be located 
next to Malaysia’s only casino 
operated by Genting. 

■ “Our project will change the 


world lmkge of Genting HIgb- 
lande from a gamblers' resort 
to a place for toe family. It will 
be gbod for the casino," said 
Mr ELL. Chan, general man- 
ager of SamaWorld Manage- 
ment, toe resort project man- 


Giant Bay will undertake toe 
residential, hotel and commer- 
cial development of the resort 
cm 162 acres of land bought for 
36u2m rin pyi* fr om SamaWorid 


n- ■ 

Malaysia. SamaWorld will 
build the theme park, costing 
540m rtnggit, on a 96-acre site 
with (Rant Bay as a leading 
equity p a rtner. SamaWorid «nH 
associated companies own the 
park. 

Development of the residen- 
tial units will cost 188m ring- 
git, while the cost of the hotel 
not been finalised. Sama- 
Worid Management will man- 
age toe whole resort. 


SE-Banken slips by 4% 


SE-BANKEN, one of Sweden’s 
largest commercial, banks,; said 
its group operating profit fell 
by 4.3 per cent in 1989 to 
SKr4.5bn (3734m) from 
SKr4.7bn the previous year, 
AP-DJ re port s . 

■ SE-Banken _ said the . figures 
were only preliminary, as it 
had. not been able to complete 
ifs final report due to a wage 
dispute that kept Swedish 
banks doseid for tone weeks. 

The bank’s 1989 profit was 


U& $400,000,000 



The Kingdom of Belgium 

Floating Rate Notes Due February 1991 


In accordance with the provisions of the Notes, notice .. 
is hereby given that the Rate of Interest has been fixed at 
8%% for the Interest Determination Period 
21 st February; 1 990 to 2 1 st August. 1 990, 

Interest payable on 21 st August. 1 990 will amount to 
U.S.$1 0.526.91 per U.S.S250.000 Note. 


■ Agent Bank: 

Morgan Guaranty Trust Company of New York 

London 


CORRECTION NOTICE 



Chri stiania Bank og Kreditkasse 

(Incorporated in th* Kingdom of Norway with Hm ii er i HabiHiy) 

YEN 1 0.000.000,000 VARIABLE COUPON BONDS DUE 1 993 
Nofee is hereby givon thoHhe interest payefcte^ on the ntawrtntavesf 
Payment Date, 

February- 23, . . . 

1.000,000 nominal of the 



February 21, 199Q. London - 

By. Citibank, MA. (CSSI DeptL Agent Bank 


OTIBANKO 


SKrSOOm below the SKr4.8bn 
average prediction of analysts. 
SE-Banken said toe decline in 
profit was mainly a result of 
substantial increases in fends 
for credit losses. 

Earnings per share were esti- 
mated at SKrl2 down from 
SKrl2.36. The balance sheet 
total amounted to SKiSSObn at 
toe aid of 19 89, up SKi20bn 
from the previous year. 

The bank’s final report wm 
be presented on Starch 21 , 

Jyske Bank 
achieves 24% 
return on equity 

JYSKE BANK, the 
Jutland-based bank, made a 
primary operating profit of 
DKt82Tm (3128m), a retu rn on 
equity of 24 per cent, writes 
Hilary Barnes In Copenhagen. 

■_ After toe merger into two 
mega-groups of the six largest 
hanks, Jyske now ranks fourth 
with a naianra sheet total of 
DKxfiOJtm. 

Jyske Bank’s net profit was 
cut from DKr294m to DKrl4m 
after an increase in provisions 
and depreciation. An 
unchanged 10 per cent divi- 
dend was proposed. 

• Bfkniben, toe savings bank 
which converted to Joint stock 
states in 1969, made a primary 
operating profit of DKr788m, a 
return on equity of 19 per cent. 

ft will pay a dividend of 7 per 
cent, its first dividend to share- 
holders. 


CSX to buy 
rest of 
rail system 

CSX, the US transportation 
group which has undertaken a 
large-scale restructuring, is to 
pay about $386m for the shares 
in RF&P which it does not 
already own, Agendas report 

RF&P operates a 113 route- 
mile rail system between Rich- 
mond and the Virginia suburbs 
of Washington DC. 

CSX currently controls, 
through investments made by 
its affiliates in the early 1900s, 
about 36 per cent of outstand- 
ing RF&P stock. 

RF&P q’hnrphnlfkrr g not affili- 
ated with CSX hold about 
ll.2m RF&P shares. 

CSX said a special commit- 
tee of the RF&P board erf direc- 
tors had been considering for 
several years. ways in which 
both rail and real estate 
operations of RF&P might be 
combined with those of CSX to 
maximise values for RF&P 
shareholders. 

The agreement is for each 
outstanding share of RF&P 
guaranteed stock, common 
stock and dividend obligations 
not owned by CSX affiliates to 
be converted into either one 
share of CSX common or the 
right to receive $34£0. in cash. 

Based on current values, the 
total to be received by non-CSX 
affiliated RF&P shareholders is 
about $385m. 

RF&P shareholders will be 
able to choose between either 
CSX common stock or cash. 



Oil and Natural Gas Commission 

US. $150,000,000 

Guaranteed Hooting Rate Notes due 1997 
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AR of these securities having been sold, this advertisement appears as a matter of record only. 
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8,625,000 Shares 


Bancorp 


Common Stock 

(par value S2L00 per share) 


1,725,000 Shares 

This portion of the offering was ottered outside the United States by the undersigned. 

Goldman Sachs International Limited 

Montgomery Securities 

Morgan Stanley International 

Salomon Brothers International Limited 

Amsterdam-Rotterdam Bank N.V. Barclays de Zoete Wedd Limited Credit Suisse First Boston Limited 
Enskilda Securities Paribas Capital Markets Group N M Rothschild & Sons Limited 

SfcaMlna«Mu CnUMi IMW 

UBS Phillips & Drew Securities Limited S. G. Warburg Securities Yamaichi International (Europe) Limited 


6,900,000 Shares 

This portion o I the ottering wes ottered in the United Stales by the undersigned. 


Goldman, Sachs & Co. 


Montgomery Securities 


Morgan Stanley & Co. 


Salomon Brothers Inc 


Donaldson, Lufkin & Jenrette 

SmHnCuianka 

Merrill Lynch Capital Markets 
M. A. Schapiro & Co., Inc. 
Wertheim Schroder & Co. 


Beat; Steams & Co. Inc. The First Boston Corporation Alex. Brown & Sons 

IWBtponM 

Ham brecht & Christ Kidder, Peabod y & Co. Lazard Freres & Co. 

PaineWebber Incorporated Robertson, Stephans & Company 

Shearson Lehman Hutton Inc. Smith Barney Harris Upham & Co. 

me ii p nw m 

Dean Witter Reynolds Inc. Sanford C. Bernstein & Co., Inc. Advest, Inc. Allen & Company 

taaqiPflMf 

Bateman El cli lox HM Richards WHItam Blair & Company Blunt EHts & Loewi Dain Bosworth 

tnpnH kenpowd Iw p o n W 

A. G. Edward s & Sons, Inc. Legg Ma son Woo d Walker McDo nald & C ompany Neuberger & Berman 
Oppenhelfner & Cosine. =; Pipex; Ja ffrary AH opwood Prescott, Ball & lkirben, Inc. 

The Rpbinw Company Inc. Sutro & Co. flicker Anthony Wedbush Morgan Securities 


Wheat First Butcher & Singer Robert W. Baird &Ca Boettcher & Company, Inc. The Chicago Corporation 

CAPITAL MARKETS MnMpHMME 

Cowen & Co. Crowefi, W oed on & Co. Epplet; Guerin & Turner, Inc. First Albany Corporation 
First of Michigan Corporation First Southwest Company Furman Selz Mager D ietz & Bimey 

Gruntaf & Co., Incorporated Howard, Well, Labouisse, Friedrichs Interstate/Johnson Lane 

Mi UUiym — a riwp wni m 

Ladenburg, Thabnann & Co. Inc. Mahon, Nugent & Co, Par ker/Hun ter Ragen MacKenzie 

kKorporotel tncoipotdsd 

Rauscher Pierce Refsnes, Inc. Raymond James & Associates, Inc. Rotan Mosle Inc. 

Scott & Stringfeflow Investment Corporation Seidler Amdec Securities Inc. StHel, Nic olaus & Company 

noorpoiaM 

Van Kasper A Company Bman Murray, Foster Securities Inc. D. A. D wJdson A Co. First Manhattan Co. 
First Ohio Securities Company Gabell! & Company Inc. 

Grigsby Brantford Powell Inc. Jesup & Lamont, Incorporated 


The Coundr of Europe Resettlement Fund 

for National Refagees and Overpopulation in Europe 
17% A$ 50,000,000- Notes of \9BBrmo 
Redemption as per April 27,1990 

AcconSng to § 3 at the 'forms and CondUons of the Notes al 
Notes wl be redeemed at par on Apr! 27, 1990. 

The Notes w9 be paid W 

Commerrtjank AWtengesaftechaft, FranWint/Maln 
Commerabank Aktiengasefechaft. Brussels 
CommsobanKAk fi eiigeseischaft. London 
Ckynmerzbank > te n uti o na l SA-. Luxembourg 
Ccmm wA i an k (Nederland? N.VL, Amsterdam 
Comm t a/bank (SwtaBrland) Ud. Zirtcb 
Banque irsemadonde k Luxembourg, Luxembourg 
BerBner Handete- und FrarMster Baik, FrankfurtMrtn 
The Notes shaa cease to bear interest as per Aprf 28 , 199a The 
ooqpon as par April 27, 1990 wil be paid separately. 

Parte. February 1990 

The CoundH of Europe Resettlemait Fund 
for National Refugees and Over-Poputation In Europe 



New Zealand 


US$ 500,000^)00 
Floating Rate Notes Duo 1993 

In accordance with foe description of the Nates, 
notice is hereby given that for foe interest period 
from February 21. 1990 to August 21. 1990 
the Notes wffl carry an interest rate of PAX pia 

The interest payable on the relevant interest payment date, 
August 21. 1990 against coupon n° 8 win be 
US$414.79 per US$ 10,000 nominal and 
US$414292 per USS10O000 nominal. 

The Reference Agent 

KREDIETBANK 

S.A. LUXEMBOUKCEOtSE 


Kredietbank International 
Finance N.V. 

AUD 80,000,000 

20% Guaranteed Notes due 1 990 

(Redeemable at the option of the Issuer in U.S. Dollars) 
Unconditionally and Irrevocably Guaranteed by 
Kredietbank N.V. 

In accordance with foe Terms and Conditions of the Notes, 
notice is hereby given that the Issuer will not exercise 
its option to redeem the Notes in U.S. Dollars pursuant to 
paragraph 6 of the Terms and Conditions of foe Notes. 
Payment of Interest and redemption of principal will be 
made In Australian Dollars on March 19, 1990, 
in accordance with paragraphs 4, 5 and 7 of the 
Terms and Conditions of the Notes. 

The Fiscal Agent 

KREDIETBANK 

&A. LUXEMBOURGEOISE 



TOPS SERIES n LIMITED 

(Incorporated with limited liability in die Cayman Islands) 

U.S. $100,000,000 

Series H Am o r tisin g Floating Rate Trust Obligation 
Participation Securities due 1992 

Secured by a Charge on a Portfolio of Fixed Rate Bonds 
and Notes with an aggregate p ri ncip al am ou n t of 
US. $125,100,000 

For die period 20th February, 1990 to 18th May, 1990, the securities 
will carry an interest race of 8M% per annum with an interest 
amount of U.S. $5,135-42 per U.S. $250,000 denomination and 
U.S. $10,270.83 per U-S. $500,000 denomination, payable on 
18th May. 1990. 

Listed on the Luxembourg Stock Exchange 


Bankers Trust 
Company, London 


Agent Bank 


A 






Fuji Bank Announces The Establishment 
Of Its 100% Subsidiary In 

Amsterdam. 


Fuji Bank is already Europe’s most 
active Japanese bank. And as the EC 
moves towards integration in 1992, Fuji 
Bank’s network and operations will grow 
even more extensive to help meet the 
challenges that are sure to emerge. 


Fuji Bank is a good partner to have if 
you’re developing your business in the 
Netherlands. Our marry sophisticated 
banking services and insightful business 
and financial information services are at 
your disposal. 


Amsteldjjjk 166, 1079 LH Amsterdam 
Tel: 020-6610049 Fax: 020-6610201 Telex: 10395 

Managing Director: Tsutomu Hayano 


FUJI BANK NEDERLAND N.V. 

Ft^s Network In Europe 

Brandies: London, Dusseldorf^ Paris, Brussels, Milan 

Representative Offices: Madrid, Frankfurt, Munich, Manchester 

Subsidiaries: Fuji Bank (Schweiz) AG, Fuji International Finance Ltd-, Fuji Bank (Luxembourg) S.A-, 

Fuji Bank (Deutschland) AG, Fiui Leasing (Deutschland) GmbH, Fqji Leasing (UK) Ltd, 

Fuji Investment Management AG 


Have you booked your holidays yet? 

There are many to choose from in the 
WEEKEND FT every Saturday. 

Make sure of your copy today. 
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Tokyo houses in plan to 
improve warrant market 


By Stephen FkUer, Euromarkets Correspondent, in Tokyo 


JAPANESE securities houses 
have come up with proposals 
which aim to improve the 
transparency of prices In the 
Japanese equity warrant mar- 
ket. This is an attempt to stave 
off moves by the Ministry of 
finance to force the listing of 
the warrants o n th e Tokyo 
Stock Exchange (TSE). 

The ministry has yet to 
reply. The houses say their 
new proposal attempts to me& 
the objectives that the minis- 
try tried to address in suggest- 
ing the listing of warrants, 
which are long-term options to 
boy shares in Japanese compa- 
nies at a are-determined mi ry . 

The ministry’s aim is to pro- 
tect' Japanese investors who 
are the prime buyers of the 
warrants, to create a more 
transparent market and to 
ensure that the prices at which 
warrants are bought and sold 
are fair. The Japanese securi- 
ties houses, concerned that 

Tiatirig would hit thrir profit- 
able warrant businesses, also 


say that t rading such a vola- 
tile, highly-geared commodity 
on the TSE would be too cum- 
bersome. 

London-based securities 
houses are also worried that a 
listing requirement would 
force the Dew-issue market in 
equity wa rrants back to Tokyo. 
Most have been, issued in the 
Euromarket .with low coupon 

drill gr - H w wm infltpj bonds. 

The houses' proposals would 
introduce brokers to the mar- 
ket to facilitate trading 
between market-makers, 
thereby improving market 
liquidity. Mid-market prices 
would be available to investors 
cm one of the screen services 
during TSE hours. Outside 
these hours, b etween . lLSOmn 
and noon torn and 5pm 
Tokyo time, prices would also 
be published an screens. 

They would also plan to 
have a company standing at 
the centre of the market to 
which transaction prices would 
be quickly reported. The firms 


proposed that the Japan 
Mutual Securities Company, an 
inter-dealer broker in the bond 
market,- pe rform thin function. 

The proposals, which would 
cover the entire market of 
about 800 warrant issues, of 
which about 300 trade actively, 
have the backing of some 38 
dealers and brokers. 

Meanwhile, the warrant mar- 
ket is suffering an unusually 
quiet period, both in new 
issues and in the secondary 
market. The new-issue market 
in London has been hit- as the 
advantage of issuing bands in 
dollars and swapping into yen 
has declined over simply issu- 
ing yen bonds in Tokyo. ~ 

But investors have not been 
buying what -they consider a 
bull market instrument 
because of the uncertainty In 
the stock market. Last week- 
end’s elections, expectations of 
a discount rate rise and wor- 
ries about developments in the 
Soviet Union have dominated 
thinking. ■ -■ ' 


Norwegian 
ba 

CL second open 
■■ . series issue 

the Japan ^ 

Com M ^ Karen Fossil in Oslo - 

his function. NO&GES KOMMUNALBANK, 
which would the Norwegian municipalities 

! market of hank, has launched the second 
-* * — " ** of an open series NKrlhn bond 
issue, fully guaranteed by the 
Kingdom of Norway* 


Europe fees top planned US levy 


By Deborah Hargreaves 

A STUDY of European 
derivatives exchanges has 
found that most of Europe’s 
markets charge a levy on 
fixtures and options trades that 
is in line with or hi gher than a 
proposed US fee. The latter 
plan caused an outcry among 
US exchanges when proposed 
by President George Bush in 
his budget 

The President proposed that 
an U cents transaction fee 
should be levied on futu res and 
options trades to pay for an 
increase in the budget of the 
industry regulator, the Com- 
modity Futures Trading Com- 
nrisstan. 

Chicago’s world-leading 
futures exchanges protested 
that the fee would tore busi- 


ness to competing markets 
overseas, claiming it could 
prove ‘the straw that will 
break the camel’s back in 
terms of competition with for- 
eign markets." . 

The study was carried out by 
Arthur Andersen, the UK tax 

a nri an a mnnH ng frmn ft found 
that 

• In the UK, the London 
International Financial 
Futures Exchange giffe) levies 
a fee of SO pence for a round 
trip trade in futures and 40 
pence for an options trade. 
These fund the exchange's 
self-regulatory efforts, with 
brokers paying separately into 
tixe budget of the industry reg- 
ulator. 

• France’s Matif charges a 


levy of FFr8 on most contracts, 
which goes to fond its abate 

capitaL 

Brokers there also pay 1&6 
per cent value-added-tax on 
commission «M*n«i from finan- 
cial fixtures trades. 

• The situation is «twHi*r in 
West Germany and Switzer- 
land, where new exchanges are 
trading just options contracts. 

The Swiss exchange, Setter, 
finances its regulato ry acti vl- 
- ties and generates its profits by 
charging fees that range from 
Sr^0toSFrl5.AndtoeDeutr 
sche TerminbSrse charges DICL 
for market-maker transactions 
and DM7 for other trades. 

These fees 'are 10raly~to rise 
when futures contracts are 
introduced in August 







The Financial Times 
proposes to publish this 
survey on: 

fc 5 th March 1990 

For a Ml editorial synopsis and 
advertisement details, plcmsc 


Anthony G. Hayes 
0x821 454 0922 

or write to him ah 

George House 
George Road 


B151PG 





ChnwM . 

* Offer Say MMk YMi 

97-0% -Ha 9-28 
100^-03,-0% 908 
101%-0%HD% 8.98 
97% -0%-0% 902 
H»%-0%-0% 907 
100% -0% -0% 934 
100% -0% -0% 839 
I00%-0%-<7% 905 
100’s -0% -O’* 930 
971, -01, -0% a93 
101% -01,-0% 9JR,, 
101% -Ok -0% 934 
%%-0%-0% 938 
971, -01, -0% 8-94 
lfoH-0%-0% 937 

102 \ -04 -0% 900 
991, -a*! -o% 930 
101*, 0 -1 933 

99% -0% -OH 907 
99% -0% -0% 901 
% 100% -0% -0% 934 
% 991, -0*, -0% 8.98 
% 101% -01, -0% 9.07 
% 97-0*, -0% 931 

97% -O’, -04, 9.49 
10Q -01, -0% 930 
994,-04,-0% 9.02 
99% -O*, -0% 9.07 
% 100% -04,-0% 8.95 
% 101% -0% -0% 900 
% 97% -U% -04, 906 
%101%-0%-0% 903 
% 101%-O% -1% 939 
110% -01,40% 234 
103% -fl%-0% 934 
99% -04,-0% 9.15 


98% -0% -04, 9.43 
96% -0% -0% 938 
100% -0% -4% 930 
99% -0% -0% 839 
99% 0 0 936 

114% -4 -5% -033 
98% -0% -0% 9.10 
101-0% -0% 9.08 
104% -140% 2.79 
104% 0-0% 938 




1 










US$ lOOfiOOfiOQ 
UNION DE BANQUE5 
ARABES ET 

fbancaises 

UAAJP. 

Subordbutcd Floating Bate 
Notes due 19»S 


In accordance with the provisions In the Terms and Conditions of the above desertoed 
Bonds, aB Outstanding Bonds will be. Redeemed at par on Febr, 15. 1990 at the head 
office of the Fiscal and Principal Paying Agent. Union Bank of Norway, KirkegL 14/18, 
0153 Oslo 1, Norway, or, at ihe option of the Holder, at the specified office of any 
Paying Agent 

The City of Oslo 

by Fiscal Agent 


Union Bank of Norway 
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coupon of 10 per cent and 
matures <m June 30 1993. The 
outstanding amount, including 
the new issue, is NKrlAShh- 

The Union Bank of Norway 
and: Christiania Foods will 
jointly lead manage an inter- 
national syndicate comprised 
of Bayerteche Hypotheken, 
Bayerische Landfibanken and 
DaiEwa Europe as co-leadman- 
agers, and Bank o£ Tokyo, Mit- 
subishi finance International, 
Nikko Securities, Svenska 
International and Yamal chi 
International as co-managers. 

Foreign investors’ interest 
in tiie Norwegian bond market 
has gathered momentum staee 
Norway opened its doors to 
foreign bond investors last 
May and because of improve- 
ment in Norway’s oil-depen- 
dent economy. - 

Mr 'Stein Bendbttn, manag- 
ing dir ec tor of Serges Kom- 
numalbank, said yesterday 

Hint jWxywr tiw hrnilftntwwlt 

to raise some NKr5bn through 
bond issues, of which some 
NKrlJRm has already beat 
raised. " • 

Last year the bank raised 
NKr2.93bn through bond 
issues, of which NKrlAStra 
was raised before the bond 
market was opened. 

Norge* Kommunalbank 
launched its first NKrUm bond 
issue last November. It was 
the biggest bond issue fit Nor- 
way outside Treasury bonds 
issued by the Ministry of 
Finance. 

AcconHng to the bank, a 
large portion of the Issue .was 
purchased by International 
investors. 


Boston manager 
wins custody of 
two UK funds 

By Andrew Freeman 

STATE STREET Bank, the 
Boston-based fund manage- 
ment and global custody 
g roup, baa won two large cus- 
tody accounts for UK pension 
funds. Imperial. Chemical 
j£5?i:atriev..-tbe chemicals 
group, and Pearson, the UK 
.conglomerate which publishes 
the financial Timas, have 
hired the bank as global custo- 
dfan.to parts of their pension 
schemes. . 

The Id mandate gives State 
Street responsibility for two ^ 
European pension portfolios ^ 
worth t26(hn. The tends are 
managed in-house by 'Id, 
which previously used Bank- 
ms Trust as custodian : for the 
assets. A Far Eastern portfolio 
may be added later. 

The Pearson account, 
Brought to be through the 
group’s MMbanfc Pooled 3 fund 
subsidiary,, is international 
and includes some UK assets. 
The account gives State Street 
responsibility for $750m and 
includes full acconnting and 
reporting requirements. Pear- 
son uses several external 
money managers to invest the 
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The appointments follow a 
period dmimg which State 
Street’s London-based Euro- 
pean operations suffered an 
apparent loss of direction. Sev- 
eral senior managers have 
resigned during the hd y e a r 
and the bank won Htt V* 
new basin ess. Recently Mr 
Frank Sebasteyn was 
appointed as immag iw g direc- 
tor in Lond on , moving foam 
State Street’s Australian 
regional office. 


Gas distributor 
signs S350m 
Euro-credit 

PA CIFIC Enterprises, a 
California-based gas dlstrilm- 
ttmi mid coloration company, 
has s ign ed a five-year 9350m 
revolving Eurocredit facility 
wronged by Swiss Raiiic cor* 
PMwtion, writes Norma Cohen. 

The facility, intended to par- 
tially replace an existing 
creffit, pays interest at 30 basis 
punts over London interbank 
offered rates (Libor), carries a 
comm itment fee-of io basis 
Pgnfa md a utilisation foe of 
JJ* ******* over half 

BvPdtoe society, 


tenncfahig a £isom comnwrdal 
ww proeramme as part of an 

S 5L£ “» 

shortterm debt 


feeding a short-term rating 


KA A HU 14-M. AJ 

a Euro-commer- 
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Yields on West German 
bunds breach 9% level 


Treacherous conditions keep traders at bay 


By Andrew Freeman in London and Karon Zagor in Now York 
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IN WESt Germany yesterday, 
band yields breached 9 per 
cent shortly after trading 
began, setting the scene for a 
day of volatility unusual even 
by recent standards. 

By the close, prices .bad 
bounced back from their lovra, 

GOVERNMENT 

BONOS 

.but the mood remained 
nervous. 

The bund fixtures contract 
continued to make the 
running, opening 50 gfanwig* 
below Monday's dose of &LB0, 
before crashing to a low of 
79.84, at which pcrint a strong 
technical bounce moved the 
price up ‘to 8L8Q. . . 

. By the end of trading in 
London, the price had settled 
at 80.68. The number of 
.contracts traded pushed well 
above the 7L500 level. 

-Prices on the 

-dropped by op to 1 ft points 
early on, before recovering. At 
the morning forim* the 7% ver 
cent bond maturing • in 
February 2000 was yieiding 832 
per cart, down by around 40 
pfennigs in price from the 
previous day. 

Throughout the day there 
was wild speculation over the 
possible course of German 
monetary unification, but 
analysts said the hectic filiates 
trading appeared to . have 
parted company with 
economic and political 
reality. 

Reacting to the wild 
volatility, the London futures 
exchange doubled trading 
margins on the bund contract 


the back of weak US 
Treasuries. 

Domestic money supply and 
lending figures, although 
vaguely encouraging according 
t o ana lysts, foiled to make a 

Traders safrFvohinies on the 
cash market were low 
compared with the healthy 
activity of the futures market. 

By late afternoon in London, 
gilts at the long end had 
recovered from the day’s lows. 
The benchmark 2003-07 issue 
was down around ft to yield 
around 1137 per cent 


■ US Treasury bonds moved 
broadly lower yesterday, with 
a particularly sharp «^hhp at 
the long end Of the yield curve, 
thanks to strong pre s sur e on 
US rates to rise from Japan 
and Germany. 

In late trading, the 
Treasury's benchmark 30-year 
bond was down lft points at 
96ft to yield &65 par cent, its 
highest yield for 1990. The 
two-year government bond was 
down ft point, yielding &48 per 
cent 

The Federal Reserve 
arranged two-day matched 
sale-purchase agreements 
when Fed funds, the rate at 
which banks lend to each 
other, were changing hands at 
8ft per cent. The draining 
operation was widely expected, 
and the Fed is expected to keep 
the funds rate centred at about 
8% percent. 

Yesterday the US debt 
market focused on foreign 


interest rates. The US bond 
yield was boosted by sizeable 
Increases in German and 
Japanese yields in the previous 
three days. 

The impact of foreign 
interest rates on the US 
markets was noted by the 
Federal Reserve which said: 
"Rising interest rates in 
Germany likely contributed to 
an increase in bond yields in 
the US early in 1990, even as 
US short-term rates remain 


"More Important, however, 
for the rise in nominal, a nd 
likely real, long-term rates in 
the US were incoming data 
pointing away from recession 
in the economy and from any 
abatement in price pressures, 
especially as ml prices move 
sharply higher- 1 * 

Bond prices also moved 
lower on comments by Mr 1 
Alan Greenspan, chairman of 
the Federal Reserve, who said 
inflation could start 
accelerating if steps are not 
taken to push it lower. 

- Mr Greenspan's comments 
were seen as an indication that 
the Federal Reserve has no 
immediate plans to ease 
monetary policy. 

The US bond market was 
also nervous about January's 
consumer price report, due to 
be released today. Mr 
Greenspan said he expects the 
Consumer Price Index to show 
a sizeable jump in energy and 
food prices in the wake of 
December's cold weather. 

He added that a reversal "is 
apparently under way." 


VOLATILE trading in US and 
German government bonds 
kept Eurobonds at bay, with 
investors and underwriters 
dHrihmj by tr eacher ous condi- 
tions, writes Norma Cohen. 

Aside from a spate of spe- 
cially tailored Eurobond prod- 

INTERNATIONAL 

BONDS 


ucts, the main new issue of the 
day was a $250m 10-year Euro- 
bond for the Republic of 
Ireland, the country's first 
fixed-rate dollar offering since 
1986. The issue, which was 
lead-managed by Goldman 
Rpnb* international, c a r ri es a 
coupon of 9ft per cent and, in 
a US-sfcyle syndication, was 
offered at 99.70 per cent with 
fees to co-leads at 32ft basis 
The issue was Intended 


NEW INTERNATIONAL BOND ISSUES 


Bomj-t Amount m. Coupon % Prtc* Uaterfty 

US DOLLARS 

*otond<a)0 280 8% 99.70 2000 

SWISS FRANCS " 

Dreadner tnt_Fin*nc«<a}+ 200 7% 101% 8Bw> 

NaL Nedarianden US<a)**+ 75 7*2 101 1997 

YEN* ‘ ‘ " 

Credit LyonnaJsfd)+ lObn 12 101% 1 &B 3 

PaetfpankM(b)4 «m (b) 95475 1983 

Olrazea-Bk OeatSparMe)* &4bn 8% 101 % 1992 

Qlrozan.Bk OaaLSparfL(c}+ ’ 1.7tei 9 101% 1992 

CCF(c)» 2bn 9 101% 1993 

♦★Private placement ♦ Final t e r ms , a) Non-callaMa. b) First coupon pays % 
nc d om p O o n linked to Nikfcai stock Max. c) Redemptio n linked to Nikkei stock 


32h/20bp Goldman Sadis InL 


2% Dresdner Bank (Schweiz) 
1% UBS 


l%/% Nomura Int 
1 V% Onlwa Europe 
1%/% Nippon Credit 1M. 
l%/% Nippon Credit Int 
1% Morgan Stanley InL 

over 3-month Uor then B% % t he reaft er" 
index, d) Redemption oiMInked to Nymox 


to carry a launch spread of 80 
basis points over comparable 
US Treasuries. 

However, by mid-day, the 
slide in US Treasury prices 
forced the lead manager to 
break the syndicate to allow 
members to sell fawrfa at Drices 
in line with the market Late in 


the day, the issue was seen 
trading at hM, although 
co-managers said that Gold- 
man SfaMtlie fa»d been nrafTrtptn- 
ing the 80 basis point launch 
spread throughout the day. 
Although Goldman described 
its Ioann &S having faBwi vic- 
tim to adverse market condi- 


tions, some dealers maintained 
that the issue had been mis- 
priced. 

Prices of seasoned Eurodol- 
lar bonds closed ft to ft lower, 
with spreads tightening on 
most issues. However, the 
spread on foe World Bank’s 
latest global bond continued to 


widen to reach 40 basis points, 
against its 33.4 basis point 
launch spread. 

West German government 
bond fixtures fluctuated wildly 
In a two-point range, with 
Eurobonds trading in a nar- 
rower range. By the close of 
trading, Eurobonds had shed 
about ft points. 

In Switzerland, prices suf- 
fered from events In West Ger- 
man markets and the weight of 
new issues. Prices in foe grey 
market closed about ft to ft 
lower on the day. 

Among new issues, Dresdner 
International Finance, the 
Dublin-based offshoot of 
Dresdner Bank AG, issued its 
first Swiss franc bond. The 
five-year SFl200m deal carries 
a coupon of 7ft per cent and is 
priced at 101ft. However, the 
deal, deemed tightly priced by 
traders, was trading outside Its 
fees at less 2ft bid. 


Michel"! to Finland woos reluctant foreigners 

issue notes w 

for $750m Enrique Tessieri on Helsinki’s cautious moves to open its markets 

T T ntil recently, Finland shows foe small amount of for- foe Rest ri ct in g Act. However, of adequate liquidity. 

By Andrew Freeman I J was one of the few eign investment when com- another of foe ministry's com- Analysts believe that the 

v/ western industrialised pared with FMU.79bn invested nrittees has recommended that uncertain state of foe Finnish 


BENCHMARK GOVERNMENT BONDS 


■ Other Continental markets 
experienced . smaller 
fluctuations, with foe French 
and Dutch markets in 
particular lagging the folia in 
Germany. 

Overall, prices woe little 
changed, but fell away after 
the close of official 
trading to end up to ft point 
lower. • . 

In foe TJK, morning activity 
was driven, by the German 
market, while in the afternoon 
comments by Federal Reserve 
fthatrmflT) Mr Alan Greenspan 
pushed foe market lower on 
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issue notes 
for $750m 

By Andrew Freeman 

BQCHEUN, the French tyre 
company. Is Issuing up to 
$750m of junior subordinated 
notes via Compagnie Finan- 
ciers Mteheltn. in a financing 
designed to broaden foe com- 
pany’s capital base. 

The announcement comes at 
a time when the market for 
subordinated debt in gener a l 
has been rocked by the col- 
lapse fff Ttiiwifim Txm. 

bert in the US. 

To date, few R tropean cor- 
porations have undertaken 

d piHIm nt mu» nf mhny Jfanfanl 

debt and the Diesel affair is 
widely thought to have set 
hack foe chances of such a 
development as i n vestors seek 
s afer havens for t heir ftmda. 

The loan, already in syndica- 
tion vfe Salomon Brothers and 
4JP. Morgan, uses a novel 
structure offering investors 
high-yielding Junior subordi- 
nated debt with the character- 
istics of a variable rate note 
(VRN). Invest or s are offered a 
mezzanine- type Instrument, 
but the nnderiying credit fare 
very low event risk as the 

company is fcmflyMntwiiirf. 

Officials at the two arrang- 
ing houses repor te d a good ini- 
tial response to the 15-year 
loan whlph will be pr i v a tely 
placed and unlisted. 


U ntil recently, Finland 
was one of the few 
western industrialised 
pjiHfl n s which d id not main* 
great efforts to attract foreign 
capital. Now, however, a pro- 
gramme of liberalisation and 
reform is under way. But the 
weak AfYwwmy and the uncer- 
tain thm»tab] g of reform pnam 
that foreigners are far from 
rushing to remwit their R»wH« 
In 1985 the Rank of Finland 
banned foreigners from pur- 
chasing Finnish -markka hnq rtft 

though not foreign currency 
bonds. The main reason tar foe 
ban was *fa*r /small Finnish 
companies with no interna- 
tional credit ratings - and 
winch foe bank feared ran the 
risk of bankruptcy - were 
loaning bonds through large 
national famkn 
After a reform effective from 
February 1 this year, two Finn- 
ish bond markets technically 
exist: one for bonds Issued 
before February L, from which 
foreigners are barred; and one 
for bonds issued after that 
date, in which they are allowed 
to invest 

The Finnish Government 
could now Issue a markka 
band av ailable to foreign Inves- 
tors, but analysts feel this is 
unlikely because foe Govern- 
ment has a budget surplus. 

Inward i n ve atnip . nt in 1989, 
which reached FM1.85bn, 


ShOWS foo om/iFT amremfr of for- 
eign investment when com- 
pared with FMlL79bn invested 
by Finnish abroad. 

The development of Fin- 
land's small capital markets 
has been hindered by other 
restrictions. A Restricting Act 
of 1939 forbids foreigners from 
owning real estate mid acquir- 
ing a majority stake in Finnish 
wwnpaniaa — 20 per cent nor- 
mally and 40 per cent under 
special permission. 

The Act stipulates in which 
sectors foreigners may not 
seek ownership. These include 
forestry, securities trading, 
transportation, mining, real 
estate and shippin g 

Before last summer, the 
shares of publicly quoted Finn- 
ish insurance companies mnid 
be sold freely abroad. However, 
afnna foreigners reiiW bypass 
foe Restricting Act by owning 
real qgfefe and shares in Finn- 
ish enterprises through these 
insurance companies, further 
lp gialatifm m foe shape Of the 
Insurance Companies Act was 
introduced. This stipulated 
that foreigners could not own 
more than 40 per cent of a 
Finnish insurance company's 
equity and not more than 25 
per cent of shares with voting 

ri ghts. 

The Ministry of Finance fam 
set up a re m rnlt lA B to ahnlfah 
some of foe antiquated laws in 


foe Restricting Act However, 
another of the ministry's com- 
mittees has recommended that 
Finland should continue for- 
eign exchange legislation for 
three years after December 3L 

Although Bank of Finland 
officials are keen to stress that 
they wish to do away with for- 
eign exchange controls, its crit- 
ics, such as Mr Juha Jarvi, the 
Helsinki-based executive direc- 
tor of Midland Montagu, the 
UK investment ha»fc, rtimplain 
that F inland has not taken ade- 
quate steps to define what it 
wants to liberalise and when. 

He explains: “With respect to 
foreign exchange controls, I 
believe that Finland is trying 
to have her cake and eat it. 
Finlandia in a precarious posi- 
tion in this respect: on the one 
hand it wants to liberalise its 
capital markets, bnt on the 
other it wants to regulate them 
because of its policy of backing 
a strong Finnish markka.” 


M r J&rvi believes there 
is unlikely to be a 
flood of investors 
coming to foe Finnish bond 
market in the near future. He 
says that the factors which 
would hin der foe rapid devel- 
opment of Finnish ca pital mar , 
kets are: the la ck of a Finnish 
markka government bond with 
a long maturity; no interest 
rate swap market; and foe lade 


of adequate liquidity. 

Analysts believe that the 

nnnwfemi atato of foe Finnish 
economy will also tend to dis- 
suade foreigners from purchas- 
ing Finnish bonds. It had a 
large current account deficit of 
FM2lbn ($5.3bn) and trade defi- 
cit of FM5.5bn in 1989, and 
inflation which peaked at 65 
per cent during foe year. The 
strong Finnish marfrira, which 
was revalued upward by 4.5 
per cent in March 1989, and 
high interest rates of 16 per 
cent have ala) knocked foreign 
investors’ confidence. 

The only two F innish bor- 
rowers which have been 
awarded AAA ratings by the 
credit agencies Moody’s Inves- 
tors Service and Standard & 
Poor's are the Republic of Fin- 
land one erf the country's 
main banks, the state-owned 
PostipankkL Finland’s two 
largest, banks. Union Bank of 
Finland and Kansallis-Osake- 
Pankki, were downgraded this 
month to Aal status because of 
a surge in their credit write- 
offs last year. Few Finnish 
companies have applied for 
international credit ratings. 

The main issuers in the 
Finnish domestic bond market 
in 1988 were financial institu- 
tions, which accounted for 44 
per cent of the total volume. 
The Government accounted for 
33 per cent 


FT-ACTUARIES SHARE INDICES 





LONDON MARKET STATISTICS 
RISES AND FALLS YESTERDAY 


LONDON TRADED OPTIONS 


Moo Fri Thu Year 

Feb Feb Feb ago 

19 16 15 tap trod 



THE --MARKET, was slightly busier 
yesterday, though dealers said 
this was due mainly to the expiry 
of February stock options today. 
Aside from the expiry stocks, the 
main feature was the FT-SE 100 
index options, as a 20-polnt fall In 
the cash Index prompted some 
Investors to hedge. 

Total market volume amounted 
to 27.094 contracts, compared 
with 25,956 on Monday. Yester- 
day's total was divided between 
13,852 calls and 13,242 puts. Trad- 
ers continued to complain about 
the low turnover on the options 
market. The lack of volume was 
blamed on the underlying market, 
where business remained slack. 

The FT-SE 100 Index options 
traded 7,212 lots, of which 2,676 
calls nns 

JU Oct Apr J* U 


AJU Lycra 420 68 75 - 3 7 - 

1*472) 460 36 45 62 LL 18 20 

500 13 24 40 32 41 42 

ASM 100 15 a 21 3% 6 Th 

1108) lU 9b 15 18 8 10 12 

BrtLAInres 180 2b 30 36 2b 6 8 

t*200 > 2» 13 lb 24 9 15 lb 

220 4b 8 lb 22 27 29 

Brit Goa 70 710131215 17 

t*62) 60 3 6 10 20 22 24 

5aKI Bee- 

dan A 300 38 55"" 70 12 19 23 
(•SIB) 560 13 2b 44 40 45 48 

600 4 13 2b 8 85 87 

Boats 260 2b 32 39 5 10 13 

[*274 i 280 13 19 28 12 19 22 


were calls and 5,038 were puts. 
The February 2,300 call series 
was the busiest, with 841 con- 
tracts changing hands. Attention 
was focused on (he Mutes mar- 
ket. which dipped five footsie 
points below the cash Index at 
one stage, as Wall Street weak- 
ened. The futures market eventu- 
ally closed at a premium of 2 
points, but dealers thought the 
recovery might be temporary, 
particularly with world bond mar- 
kets still fragile. 

Two large trades boosted the 
FT-SE option volume. Barclays de 
Zoete Wedd sold 700 March con- 
tracts. including 250 of the 2£S0 
puts at 43p, 250 of the 2.150 puts 
at 18p and 200 of the 2J200 puts at 
24p. The trade was based on a 

CALLS PUTS 

Apr M Oct Apr id Bet 


Otaaar 360 M 45 58 10 13 18 

[*374 ) 390 14 30 40 27 28 30 


view that the stock market would 
rot fall tar below currant levels. A 
US house was also said to have 
sold 500 of the 2.400 calls at 13p. 

Among the stock options, Brit- 
ish Telecom was the busiest, on 
widespread buying of February 
calls by investors short of options 
but long of stock ahead of the 
expiry. A total of 2,528 contracts 
changed hands, of which 2.040 
were calls and 588 were puts. The 
May 330 call series was the busi- 
est, trading 600 lots. 

Open Interest rose on Monday, 
as Investors left the closing out of 
expiring February positions until 
yesterday. The number of con- 
tracts outstanding on Monday 
amounted to 870.398 against 
861,884 lots on Friday. 
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UK COMPANY NEWS 


£25m rights issue for expansion and possible diversification 

Cityvision buys rival as profits soar 


By Andrew Bofger 

CITYVISION, owner of 
Britain’s biggest chain of video 
film hire stores, yesterday 
maintained its rapid rate of 
expansion by announcing the 
acquisition of another chain of 
stores, a £25m lights issue and 
profits more than doubled from 
last year. 

Cityvision is paying £5 .4m 
for the Superflicks chain of 44 
stores in the south of England, 
which it will add to its 669- 
store Ritz Video Film Hire 

chain . 

At the beginning of the 1989 
financial year, Ritz had only 
165 outlets. 

The one-for-six rights issue 
at 120p will raise £25 -2m. After 
paying for Superflicks and set- 
tling all borrowings, Cityvision 


expects to have a cash balance 
of £16m to fund further expan- 
sion and possible diversifica- 
tion. 

The shares dosed at I34p, 

down 3p. 


its of £lZ5m in the year to 
November 30, compared with 
£5.4m in the previous year. 
Turnover rose from £14. 7m to 
£45.&n and earnings per share 
increased by 73 per cent to 
1J2XV (4-17p). 

The dividend rose 50 per cent 
to G.75p. 

Mr Tbrry Norris, managing 
director, said the acquisition of 
Superflicks would strengthen 
Cityvision's nationwide chain. 
It was aiming for 1,500 stores 
and was opening new outlets 


at the rate of five to seven 
every week, not counting 
acquisitions. Mr David Quayle, 
chairman, said the year, bad 
started well and turnover and 
profits were ahead of expecta- 
tions. 

The UK video film market 
was estimated to have been 
worth £556m in 1989 and future 
growth was anticipated from 
more household penetration of 
video recorders and increased 
spending on videos as a leisure 
activity. 

He added: “The growth of 
the video Win hire market 
been stimulated by the con- 
stant flow of new films and the 
outlook is bright with numer- 
ous successful cinema releases 
due to become available on 


video in 1990. The board is con- 
fident that the Rifat Video Hire 
Film c hain w ill continue to 
expand profitably.” 

Mr Quayle said his board 
recognised that the rapid rate 
of growth could not be main- 
tained Indefinitely. Accord- 
ingly, some of the proceeds of 
the rights ofier would be used 
to develop new ideas related to 
the gristing business so that 
the company's growth could be 
extended. 

Analysts say the company 
has begun selling videos in 
some stores and is also looking 
into European expansion. 

It may even be considering 
tie-ups with a fast-food opera- 
tion - offering a complete ser- 
vice to couch potatoes. 


New product lines help Pifco to £1.54 


By Clay Harris, Consumer Industries Editor 

A NEW line of 
“professional-style" hair dryers 
helped Pifco Holdings, the 
small domestic appliances 
group, to increase interim pre- 
tax profits by 37 per cent to 
£l-54m. 

Pifco, which supplies prod- 
ucts under the Carmen and 
Salton brands as well as its 
own name, also said sales of 
fans benefited from the hot 
summer — a rare case of a 
company giving credit rather 
than blame to the weather. 

Mr Michael Webber, chair- 
man and chief executive, pre- 
dicted yesterday that UK retail 
demand would continue to be 
flat, but added: “The engine for 
growth is new products.” 

“We are sitting at the pre- 
mium end of the market,” 
he said. “We are not driven 
by price, we are driven by 
profit" 

The pre-tax advance in the 



AlmBkow 

Michael Webber: UK retail «bmnmd would continue to be flat 


six months to October 31, from 
the £L13m previously, came on 
turnover up by 11 per cent to 
£ 12.58m (£U.29m). Earnings 
per share rose by a third to 
12.5p, against 9.4p and the 
interim dividend Is lifted to 


SL25p (2i»p). 

PifCo improved its trading 
margin In the first half, nor- 
mally the less profitable 
period, from 83 per cent to 93 
percent In 1988-89 overall, the 
margin was ILSper cent 


Investment income leapt to 
£296,000 (£120,000). Mr Webber 
said the cash pile signalled 
that Pifco was not prepared to 
pay "silly prices” ibr acquisi- 
tions. 

With 15 per cent available on 
the money market compared 
with Pifco's target of 25 per 
cent return on capital, he said: 
“The 10 per cent Twawrirmi for 
the risk needs to be looked at 
quite carefully in this climate.” 

Nevertheless, Pifco was 
studying possible acquisitions 
either of complementary prod- 
ucts or additional brand 
names. The Manchester-based 
company sources its range of 
personal care, houseware and 
travel products from a combi- 
nation of own manufacturing; 
subcontracting and bo ugh t-in 
lines. 

Mr Webber’s family owns 
more than 50 per cent cf Pifco's 
shares. 


Swedes 
take 5% 
stake in 
Colored! 

By Andrew Bolgur 


TWO SWEDISH investment 
companies yesterday Info r m ed 
Coloroll that they had between 
them a 5.03 pa cent stake in 
toe troubled Manchester-based 
home furnishings group. 

The two companies, Merctt- 
rlns and Proventns, notified 
thjeir interest in 10m ordinary 
shares after the market dosed 
last night Coloroll shares had 
dosed at -22*27, down *P- 

Coloroll will announce in 
about two weeks plan s Car its 

financial p 1 ^ [■) ||g It ***** 

suffered severely from the 
impact of higher interest rates 
on. consumer *>«n**nJ for home 
products, and needs to raise 
capital to reduce the borrow- 
ings built up by its acqtdd- 
tionsin the 1980s and to alle- 
viate its cash-flow problems. 

Last month Coloroll was 
forced to ask its bankers for 
shartrtenn support to meet the 
contingent liabilities it 
incurred through its favrihre- 
ment in the sale of Response, a 
former subsidiary, as a man- 
agement buy-out. 

Mercnrius is part of Mercu- 
ries Gruppen, the shipping, 
offshore energy, commerce 
knA Inv e st ment banking group 
headed by Mr Peter Gyllen- 
haaunar . This month it raised 
its stake in Chloride, the bat- 
tery group, to 6.17 per centJt 
also has. a significant indirect 
interest In Gyfienhammer ft 
Partners Overseas, which in 
turn holds an l&S per cent 
stake in North Sea Assets, the 
UK quoted investment holding 

company. 

Coloroll said it had no 
knowledge of those investors 
and had not been in contact 
with them. 


Batleys 
poised to 
go private 

By David Owen 

Batleys, the Huddersfield-based 
chain of cash-and-carry whole- 
salers, is poised to be taken 
private in a deal which would 
see public shareholders bought 
out, by a company controlled 
by Batley family interests, far 
£&84m. 

Currently, Batley family 
interests own or hold benefi- 
cially 62.7 per cent of the com- 
pany. The public stake is 52m 
shares or 363 per cent Mr J 
Wells, a Batleys director, con- 
trols the remaining 1 per cant 

Under the terms of the pro- 
posed deal, L Batley Holdings 
would buy the entire issued 
ordinary share capital of 
Batleys at 170p a share. The 
proposals, which value the 
company at around £24.4m, are 
to be implemented via a 
scheme of arrangement 

The family believes that its 
requirements and those of the 
public shareholders are not 
always consistent The shares 
rose I4p to I62p. 


Property Company in red 


FOR THE six months ended 
December 31 1989 the Property 
Company of London incurred a 
pre-tax loss cf £816,000. That 
compared with profits of 
£10,000 for the comparable 
period of the previous year. 

However, after taking 
account of a profit of raaym 
arising from the disposal of 
nursing homes previously dis- 
closed as extraordinary and 
now reclassified, pre-tax pro fits 


far the 12 months to end-De- 
cember worked through at 
ra.ism. 

The USM company, with 
Interests in leisure, the envi- 
ronment and care for the aged, 
has changed its year-end to 
March 31 and is paying a sec- 
ond interim dividend of L5p 
making 2p to date - for tbs 
year to December 31 1988 
shareholders received a total 
payment of 2.75p. 


Scottish Eastern’s 
net assets up 11.4% 

The Scottish Eastern 
Investment Trust has proposed 
a 2-for-l scrip issue to farther 
increase the attraction of 
shares to smaller holders. 

Net asset value of the shares 
increased by 11.4 per cent, 
from 285.8p to 206. 9p at the 
year ended January 31 1990. 

Gross revenue rose from 
£l6.33m to £18 Jim and after 
tax of £3. 13m (£2. 62m), earn- 
ings came out at 3.65p (3.15p). 

The recommended final divi- 
dend of 2_35p makes a total for 
the year of 3J5p (3p). 


Temple Bar lifts 
naf to31553p 

Temple Bar" I n vestment Trust 
had a net asset value per 
share, with prior charges at 
nominal value, of 315.53p at 
end-December 1989 compared 
with 256^6p a year earlier. The 
figures with prior charges at 
market value were S15.54p and 
25827p resp ective ly. 

Net revenue improved from 
£5 5m to after 

tax (£L92m), for earnings of 
11.8S3p (9.528p) basic and 
ll-946p (9.854p) adjusted. A 
final dividend of 6-5p (5.3p) 
makes a I02p (8£p) total. 


This -advertisement is issued in compliance with the requirements of the Council ofThe Stock Exchange. It 
does not constitu t e an invitation to any person to s ubscr i b e for or purchase shores. Application has been 
made to the Gerund! ofThe Stock Exchange to admit to the Official list the whole of the issued sham 
capital of M i dla n d s Radio pic. It is expected that admission to the Official List will become cSeechre and 
due d ea li n g s cm The Stock Exchange will commence oo 26th February- 1990. 


Midlands Radio pic 

(incorporated in England under the Companies Act, 1985 
number 2365381) 

Introduction to 
the Official List 

by 

Lazard Brothers & Co., Limited 


Share Capital following Admission 
Authorised 
£1,750,000 


h OnSnary Stores of I Op each 


Issued and (ul)y paid 
£1.313.391 


The Listing Particulars relating to the Company air available in die statistical sendees of Excel 
Financial Limited and copies may be obta i ned during normal office hours up to including 
freh March, 1090 from: 


Lazard Brother] & Co., Limited 
21 Moorfields 
London EG2P 2HT 


Cazeaove & Co. 
12 Tokenhotue Ynr H 
London EC2R 7 AN 


and at the registered office of the Company. Radio House. Aston Road North. Birmingham, 
B64BX and. up to and including 22 nd February, 1990, from the Company Announcements 
Office, The Stock Exchange. 46-50 Finsbury Square, London. EC2A 1DD. 

20th February, 1990 


VPI warns 
of further 
profit slide 

VPI, the financial and 
corporate communications 
group, warned yesterday that 
profits would slide further dur- 
ing the first half of the current 
financial year despite recent 
cost cutting programmes and 
jiwnagwnfiwt changes. 

The shares fell lOp to 26p. 

Mr Angus Maitland, the 
chairman and chief executive, 
told shareholders at the annual 
meeting thatprofits would be 
“substantially lower” than 
the second half of last 
year. 

VPI last month announced a 
fall in pre-tax profits from 
£14. lm to £&5m for the year to 
September 30 as a result in 
part to a poor performance in 
the US. 

“There has been no improve- 
ment in the US conditions,” 

the chairman told aharrihnlfl- 
ers. 


Pericom in 
discussions 

By Clara Pearson 

Pericom, the USM-quoted 
c om puter services group, yes- 
terday said it was in discus- 
sions which might or might 
not lead to an offer being 
made far the company. 

Hie announcement came in 
tiie wake of a sharp rise in 
Pericom’s share price which, 
after the st atement , gained a 
further L3p to 45p to value the 
company at £3.4m. Inst 
month, the shares stood at a 
12-mouth low of 34p. 

The' company Said share* 
holders ..would; be kept 
Informed of any developments. 

Pericom's last reported 
accounts for the six months to 
end-March 1989 showed pre- 
tax profits of £126,000, com- 
pared with a loss of £828,000 
previously. The UK business 
had at that stage been restruc- 
tured to diminish tile ImpOT^ 
famfg of termi nal manufacture 
jrpd incr ease facilities fox 
new products. 


Midlands Radio for SE 


MIDLANDS Radio, which 
claims- to have the second larg- 
est average number of weekly 
Kstpntng hours in the indepen- 
dent radio sector, is joining the 
main market via an introduc- 
tion, writes Clare Pearson. 

Midlands, which emerged 
last June from a merger with 
Radio Trent, says that in the 
independent radio sector only 
Capital Radio commands mare 
listening hours. With revenues 
of over £10.5m in 1989, it holds 


four franchises and. operates 
seven radio services transmit- 
ted to an area Incorporating 
Birmingham, Coventry and 
three other Mg Midlands con- 
urbations. 

. An aggregate of some 63 per 
cent of the company's shares is 
currently held by Crown Com- 
munications, the radio and 
fniw l video awl television pro- 
duction group. Midlands-based 
JOB Excavators, and Yatten- 
don Investment Trust 


DIVIDENDS ANNOUNCED 




Currant 

payment 

Date of 
payment 

Correa - 
-ponding 
dividend 

Total 

for 

■year 

Total 

last 

year 

Campari Ml 

8 

Apr 21 

as 

10 

as 

CttyvMonS — 

-~fln 

0 JS 


0.5* 

0.75* 

OS* 

NutWest Bank 

tin 

11^75 

May 4 

9.5* 

ia7 

14.125* 

Ownarv Abroad 


1-8 

- 

1.75 

2.5 

235 

PHco 

_lnt 

3J25 

Apr 27 

2-5* 

- 

6* 

PSP 

— fin 

2 JS 

-• 

. 2 

3.6 

3 

Prop Co of Ldn §_ 

— Int 

1£fc 

Apr 30 ' 

2.25 

- 

2.75 

ScotSah Eaatam^ 

—fin 

2.35 

Apr 30 

2 

3^ 

3 

Tampto Bar lav fin 

6^ 

Mar 30 

as 

10.2 

as 


Dividends shown pence per share net except where otherwise stated. 
‘Equivalent after allowing tor scrip issue. tOn capital Increased by 
rights and/or acquisition issues. SUSM stock. §§Unq noted stock. 4TMnd 
market ☆Second interim, making 2p to data. 


BOARD MEETINGS 


TTm Mowing cotnpwloa hm notttod data* 
of board maatfngl to (ha stock Exchaao*. 
Such m aednoaara teoaNy r»M for lha pur- 
poaa qt om wM aHna dMdsnda. CBteial Hwflc*- 
ctona at* oat mmfUbla m to wMhor kw 
evldands ara Marina or floats aotf tlw sub- 
dvWons shown Mow firs based mainly on 
tost year's flmstsWss. 

TODAY 

tmertme- BCfc lfo i vato ck Baapa. Harrburgar 
Break* Irish Gian. Now Zealand tanmatmani 
Trust. 

Hmfo Amtffts Holdings. CsMwsI Ins— I 
manta. » T, fM Tokyo Wet T net, Forwsfl, 


PraxMenz Financial, Taveners. TraMfw- 
’ wood, YkakaMi* ChMrieaia. 


ConmflParMN-. 

Ewart. 




Botswana Rot . 


Baw s fi w fcwhawriaa . 

ESC, 


ttxxsf 


WttoaCI* of London Prop. 


Mar. 12 
Ml 27 
Mar. IS 

Me-. 12 


Star. S 
Apr. 30 
Mar. S 


BOOKS 


The WEEKEND FT publishes a Books Page 
every week. 

To advertise here and reach . the right market 
□lease contact CATRIONA JAMIESON on 01-873 
3576 or 01-407 5758 


Owners Abroad at £13.4m but 
airline collapse hits bottom line 


By David Owen 

A hwftv charge relating to 
the collapse of Paramount Air- 
ways removed some of the 
gloss from an impressive set of 
preliminary figures unveiled 
yHB twvdfly by Owners Abroad. 

For the year to end-October 
the tour operator and ai rline 
seat broker lifted pre-tax prof- 
its from 29.65m to £13. 44m. 
However, the £2 fan extraordi- 
nary charge had a heavy 
below-the-line impact, prompt- 
ing the increase in the final 
dividend to be limited to 0.05p. 
The ftuai of L8p raises the 
total to 2JSp (2J35p). 

Paramount, which was con- 
trolled until recently by former 
Eagle Trust directors Mr John 
Ferri da y and Mr Richard 
Shnirti , was put into adminis- 
tration to August when it was 
overtaken by a financial crisis. 
This r phuririBii with the la unch 
of a Serious Fraud Office inves- 
tigation into a missing £l3.7m 
at Eagle Trust. 

Owners - in which Eagle 
Trust retains a near 15 pex cent 
stake — explained that it and 
ILG Travel agreed to provide 
the Paramount administrators 
with indemnities to support 
tits airline's operation and the. 
costs of the administration 
rnrHl November 27 1989. 

It is now anticipated that 
these amounts will be only par- 
tially recoverable. Provision 
has consequently been made 
for the irrecoverable balance. 


Owners Abroad 


Share price (ponce) 
110, 



40 

Ocf87 1988 


1980 90 


At an operating level,- each 
of the group’s divisions per- 
formed creditably. Falcon Holi- 
days.-the principal brand of- the 
tour operating unit, increased 
carryings to 871,000 (731,000). 
giving It a year rend market 
share of 7.25 per cent! TJaere- 
borg, the direct-sell holiday 
operation, was turned around 
from loss to profit and the 
wholesale seat chartering divi- 
sion produced an. increase - in 
sales from 1.72m to 1.94m 
return seats. 

Air 2000, the group’s charter 

ah-Tina . irmfa operating p fn ffte 

of £8.1m - a 38 per cent 
impro vem ent on the previous 
year. The unit recently added 


two farther Boeing 75T aircraft 
to its fleet, bringing the total to 
nine. 

- Turnover rose 29 percent to 
5319.7m and eerafog s per share 
climbed from 7.7p to 8J89p. : - 
The shares fell ip to MjpL \ 

• COMMENT 

The- fall implications for Own- 
ers x>C the socsUsd newroafasn 
currently pervading the British' 
holiday industry remain, uncer- 
tain. Low-price capacity has 

ha»n filflfil wd rfgnif ti iig sni 

to the recent emphasis on voj- 
ume atajl costs. But tt remains 
to be' seen' whether this 
prompts an intensification of 
competition in the . more 
upmarket niches at which the' 
likes of Owners typically target 
their products. Still, winter 
End summer booking s to the 
group’s tour operating unit are 
ahead of year-earlier levels by 
46-. per cent and S4 per emit 
respectively.- Improvement is 
also. expected from both Air 
2000’s expanded- fleet and the 
seat wholesaling division, 
which recently contracted the 
whole of next summer’s flying 
programme for Redwing Hob- 
days In a move that win add 
650,000 seats to its programme. 
All told, pretax profits of at. 
least £16m look in order for the 
year ahead. This puts the 
shares on a distinctly unde- 
manding prospective p/e of lit- 
tle more than 6. 


MAM puts trust plan on ice 


By Clara Pearson 

MERCURY ASSET 
Management has put plans to 
launch a new European invest- 
ment trust on Ice to the light of 
a string of similar products 

emerging on International mar- 

keta at present 

Mercury, which is also, cur- 
rently bmnchmg a big diversi- 
fied European fund to be listed 
to the US, recently decided to 
defer bringing to the 
London market a trust focus- 
ing on European smaiiw com- 
panies. 

Mercury's decision is an indi- 
cation of emerging concerns 
about a sat u r a tion of the mar- 
ket for these types of issues. A 
stream of European invest- • 
xnent vehicles have appeared 
in London and elsewhere in 
the wake of the political 
changes in the eastern bloc at 
the end of last year. 

Lazard Investors yesterday 
annou nced a new central and 
eastern European fond which, 
wbenhsted, wfljmaricthe se"£- 
enth issue by a new or existing 
European fund to be launched 
in London alone so far this 


Meanwhile, , . Lond on-ba sed 
fond managers.. axe advancing 
plans for at least two more 
European foods. Touche. Rem- 
nant has been rounding , out 
institutions ’ on. a possible 
broadly-based European fond 
focussing ori email arid medi- 
um-sized companies while 
MAM expects to announce next 
week a new generalised Euro- 
pean fond. ^ ' 

Mr James Dawnay, a direc- 
tor of MAM, said yesterday: 
‘“There was just too mnch buzz 
on the radar coming both -from 
ourselves and from others.* ■ 
Bat he «riii that, to addition 
to worries about tissues -from 
other companies, MAM had not 
wanted to confuse investors 
with another European- trust 
white the International market- 
ing of its big EurapeTTuhd was 
underway. Tb& Hnaller 'conma- 
nies fond had been expected to 
be launched next month. 

0 'The vehicle being 

launched by Lftzard tovestras, 
the fond management arm of 
the merchant bank, is the 


Lazard Central and East Euro- 
pean Investments, a dosed^cd 
inv estment company. 

Targe tted at institutional 
investors to the Far East ami 
Europe, it is to be denominated 
to D-Marks. The - final size has 
not* yet been set . but Lazard 
expects to raise about DM 125m 
(£45in) by way of a placing of 
shares and warrants. The 
Guernsey-based fond is to be 
listed in London. - 

' Lazard describes tiie vehicle 
asa “stepping stone fond”. The 
Initial focus is to be West Ger- 
many, Austria and Italy, which 
it says are likely to be those 
countries which will be the 
main beneficiaries . of 
efforts to modernise the econo- 
mies of eastern Enrope 
and foe USSR. The longer term 
aim is to invest directly or 
indirectly in' the 'eastern bloc 
amntries. 

But the company does not 
expect to invest more than 30 
per cent of its assets in 
unlisted securities and says it 
win not partici p ate to start-ups 
and venture capital. 


ABI placing to raise £6.6m 


By Vanessa Houkter 

ABI LEISURE group, a caravan 
manufacturer, is joining the 
market to a placing that will 
raise £6.6m and values the 
company at £33fan. 

This is nearly double the 
£L7.54m it paid in October 1988, 
when the company staged a 
management buy-out from 
Minstergate. The buy-out 
stemmed from an informal 
agreement made in 1985 with 
Minstergate, which also has 
property and retail interests, 
when ABFs present manage- 
ment team were given 
day-to-day control of the com- 
pany with the aim of improv- 
ing performance. 

AM is based in North Hum- 
berside and dates back to 1972. 
In the year to August 31 1989 it 


had a 24 per cent share of the 
market for touring caravans 
and an 11 per cent share of the 
market for leisure homes, 
which are permanently sited 
on a caravan park. The com- 
pany, which is the largest 
exporter of caravans from the 
UK, makes a quarter of its 
turnover in France and the 
Benelux countries. 

Mr David Eastwood, manag- 
ing director, said that ABI had 
not suffered from the pressure 
on consumer spending and 
that sales were ahead of last 
year. He attributed the buoy- 
ancy in the caravan market to 
heavy investment fay major lei- 
sure companies, and ascribed 
the health of. the leisure houw 
market to more well-off older 


people. 

Prefox profits are forecast to 
be at least £5^m for the year to 
August 31jep resenting a 37 per 
cent increase on the £4.3m 
scored in the year to August 
1989. The profits show a steady 
rise from the £378^XX) achieved 
to 1985. 

Th e placing will repay bor- 
rowings arising from the buy- 
out and provide funds for 
increasing production. 

N M Rothschild is placing 
10m shares at I25p, which 
accounts for about 38 per cent 
of the capital. A total of 4.4m 
shares are being sold by exist- 
ing shareholders of which the 
institutional investors who 
supported the management 
buy-out are selling 2.1m. 


TWs*Awitoiin«*frfasuBdfoca<7V>fa»»»«Jto 


Moot LMud,trmmbm3 of Tho Stock Exchange and ThoSactHfijoaAmaaclalian. 

NOVALAL PLC 

. . . toooipai^d Eqptenrf ana Mttos mxfor thm C oapmnlm Act 1085 

W ggfc fnm rf NanborS44*/4Q 

PLACING BY 

Douglas Le Mare Umrted 
and . 

interaJDanz London Limited 

stenty aHmd wtaMny of mcwtetaa Baft 2WdiJUl 

of 5,000,000 Ordinary Shares of 5p each 
at IQOp per share payable In full upon application 


Share Capital 
following the Placing 


* 

fUfiU/m iflx tjm Qrdbay Stem ef 

TteOnliwySfMWiKWMng^acttiMaunKhUhrjC 
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1 .000,000 
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risk. w .iMw ma?/cany a rtigh dc 

Panieufen.nriufng a> 0w Company are waBabia to Cm Extol HramcU Service aid coemh nt 

obiteiad (torino normal fauslnaa hour* on any wnofcday (Saturdms and Bwdt Hcdtlnm 9,0 Pm ** 50c l Ua ' 

March 1990 from tf>« compart reefetered office at 100 Par* Lm*. 
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DOUGLAS LE MARE UMTTEp 
9 Chary Court 
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P&P advances 
47% to £11. lm ; 


UK COMPANY NEWS 

Blue Arrow costs coupled with problem country debt hit profits 

Provisions leave NatWest £lbn down 


By Vanessa HoaJcfar 

P&P, the microcomputer 
services company, yesterday 
announced a 47 per 1 cent 
increase in pre-tax profits from 
£7.51m to £11 Jm for the year to 
November SO. Turnover 
increased by 58 per cent to 
£26&9m from flfl&mn. 

Mr David Soothworth. group 
managing director, said that 
after a year of substantial 
expansion and reorganisation 
the company was -securely 
based for further development. 

The gross margin inc reased 
from 174, par cent to l&I per 
cent, reflecting a change in the 
business mix towards corpo- 
rate clients and the increasing 
contribution from value added 
services*. 

However pre-tax margins 
decreased as a result of higher 
overheads following the acqui- 
sition of Personal Computers. 
The USU traded distributor, 
which was bought in February, 
had been folly Integrated and 
it retained 80 per cent of its 
cheat base. 

Following the acquisition of 
Personal Computers, the con- 
tribution of the co r pora t e divi- 
sion, which sells direct to large 
companies, has risen to 50 per 
cent of turnover and 70 per 
cent of gross profit 

The first quarter this year 
has been very strong, said Mr 
Southworth. Demand In the 
corporate marketplace for per- 
sonal computer products 


services c ontinue d to be buoy- 
ant 

Earnings per share increased 
by 16 per cent to 20£p (18p). A 
final dividend of 2J5p was pro- 
posed, resulting in a total of 
8,6p <3p), an increase of 20 per 
cent 

- • COMMENT 

P&P was popping the cham- 
. pagne corks at The Kits yester- 
day, as it underlined the differ- 
ences between it and the rest 
Qf the embattled PC distribu- 
tion sector. Its strategy of 
reducing debendehce on tmre 

dis tri b u tion, Tnanifpgtpd in Jfg 

acquisition of Personal Com- 
puters, appears to have paid off 
— as does its concentration on 
margins rather than volumes. 
The scope for growth is still 
large: it still has just 4 per cent 
of the end user market for 
Compaq or IBM hut it is' insis- 
tent that management of over- 
heads is more hnprw te n* than 
all-out growth. A similarly 
measured approach will mark 
its move an to the Continent, 
where P&P is looking for alli- 
ances as manufacturers try to 
move tfieir distribution on to a 
pan European basis. As the 
company shuffles into position 
in Europe, the shares, down lp 
to 221p, should put in a solid 
performance. They are on an 
undemanding p/e of ten, 

aqgnmfng f£ wnmngffl to Clear 

£13m this year. 


By David Barchart! 

NATIONAL WESTMINSTER, 
the second largest of the big 
four UK clearing banks, yes- 
terday announced pre-tax 
group profits of £404m for the 
year to December 31 1989, 
just over £lbn down on Its 
1988 results. 

The fall in profits came 
after provisions of £990m for 
problem country debt, up 
from £43m last year, as well 
as provisions of £445m for 
bad commercial debts else- 
where, mostly in the UK and 
the US. 

NatWest has now made 
total provisions of £i.23bn, 
equivalent to 75 per cent of 
its £1.64bn problem country 


There was also an excep- 
tional item of £50m for legal 
costs and compensation 
payments arising from 
County . NatWest's hand- 
ling of the abortive 
Blue Arrow rights issue in 
1987. 

Lord Alexander, who 
became NatWest's group 


chairman last October, said 
the results were a good 
performance in highly com- 
petitive and difficult condi- 
tions. 

Trading profits before 
all provisions were up by 13 
per cent to £1.89bn. Total 
group assets are now 
£lZ6.l8bn, up from £9&6bn a 
year ago. 

However the contribution 
to group profits of UK Finan- 
cial Services slackened last 
year, falling from £1.10bn in 
1988 to £95 lm. 

Retail lending through the 
UK branch network grew by 
nearly 20 per cent during the 
year, but lower margins in 
the mortgage market cut pre- 
tax profits at NatWest Home 
Loans, the group's mortgage 
lending arm, to £2im from 
E78m. 

Lombard Central, Nat- 
West’s finance bouse subsid- 
iary, contributed profits of 
£87m, down by 28 per cent on 
1988. NatWest Insurance Ser- 
vices made a profit of £44m. 


up by 26 per cent. 

Corporate and institutional 
banking in the UK and the 
rest of the world contributed 
£298m (£257m) before prob- 
lem-country provisions, while 
international businesses, 
mostly retail banking 
operations In the USA, 
Europe, and Australia made 
£161m, up from £119m a year 
ago. 

Investment banking 
reported a trading profit of 
£34m before the exceptional 
items which converted the 
profit into a loss of £16m 
(loss: £2lm). 

Mr Tom FroBt, the chief 
executive, said that the group 
had achieved its aim of 
remaining broadly neutral to 
movements in interest rates. 
Though the Group interest 
spread was down from 2J2 per 
cent a year ago to 1.6 per cent 
last year, the net inter- 
est margin for the group 
was unchanged at 3.5 per 
cent. 

The net interest margin in 


David Donne to head Argos 


In Shops defies market 
trend with £10m placing 

By Paul Cheaserighl, Property Correspondent 


IN SHOPS, the property 
company which specialises in 
centres for small retailers, 
defied prevailing trends on the 
stock market and yesterday 
announced a £10m placing and 
offer to shareholders. 

It is issuing 10m new ordi- 
nary shares at a price of loop 
each. This price was at a-dis- 
count of &25 per cent to the 
market price just before &e 
announcement 

Albert E Sharp, stockbroker, 
ba« placed aH the shares cornfi- 
ti anally with' faurfftaitton^ but 
shareholders may boy the hew 
shares at the rate of one for 
'every 2.56 shares already 

hekL 


Equlty issues have been 
infrequent on the market as 
prices in the p ro perty sector 
nave slipped relative to the 
general market. The most 
recent rights Issue, by Roso- 
haugh, was offered at a very 
deep discount 

- In Shops, which has been 
expanding rapidly, wants more 
funds 90 it has a stronger 
financial base from which to 
buy more of the retail property 
which is Mming on to the mar- 
ket 

‘The issue will widen In 
Shops' narrow capital base 
from £6Jka to £16£m, Mr Tim 
Brookes, the deputy chairman 
noted. • • • - ■■ 


By Magghs Urry 

A FEW months ago Mr David 
Donne bought -himself a calcu- 
lator at an Argos catalogue 
shop. little did he realise at 
the rime that he would be 
invited to Chair the retail chain 
in time for its flotation on the 
stock market, expected next 
month. 

Argos Is being demerged 
from BAT industries, the con- 
glomerate, through an issue of 
free shares to BAT sharehold- 
ers. ■ 

With his new calculator, Mr 
Donne, whose appointment as 
non-executive chairman is 
being announced today, can 
work out that Atgos will have 
a stock market value larger 
than such well-known retail 
names as Dixons, Next, Ban- 
ners, WH Smith and Store- 
house. Analysts are looking for 
Argos to be worth around 
£550m to £600m. 

He says that coming to a 
group which is about to.swap 
one shareholder for 140,000 
shareholders is an interesting 
challenge. He does not expect, 
as some analysts suggest, that 
the flotation will he rapidly fol- 
lowed by a bid for the com- 
pany. "Most takeover victims 


V^ J ^"/SfTTWKW'-' 
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David Donne: will bring a 
fresh look 


are performing badly or have 
their strategy wrong," he says, 
with the experience of being on 
one or other side of seven bids. 
“Argos is not like that," he 
concludes. 

Although Argos has a record 
of impressive growth, which 
seems to be continuing despite 
the difficulties in retailing at 
present, its position, as a rela- 
tively small, part of the vast 
BAT group has meant that 
only one of its directors has 


any experience as a director of 
a publicly-quoted company. 

Mr Mike Smith, Argos* chief 
executive, although highly 
regarded for his management 
of the group, has had little 
expo sur e to the City and the 
financial press. 

By contrast, Mr Donne has 
been rbahmaw ttf a number of 
different quoted companies — 
including Dalgety, the food 
group - and is currently chair- 
man of Crest Nicholson, the 
building and pr op ert y develop- 
ment company, Steetley, the 
building materials group, and 
Sphere Investment Trust 

Hie says that his retail expe- 
rience is email, althnng 'h he 
spent two years as chairman of 
Asda-MFI and supervised that 
company's demerger. But he 
aims to bring to Argos bis 
wider business experience and 
his knowledge Of handling the 
pohUc aide of co r pora t e life. 

Mr Donne, who will be 
joined by two other non-execu- 
tive directors to make a total 
board of 10. will bring a fresh 
l ook t o a group whose cur rent 
directors have all been there 
for at least eight years and 
some fin 15 years. 


NatWest 

Group profit before provisions (£bn) 
30 





the UK was also unchanged 
at 541 per cent. 

Net interest income for the 
group rose from £3. 12b a in 
1988 to £3.50bn. Non-interest 
income was up from 1.53bn to 
£1.85bn. 

Group operating costs were 
£3.56m, up 15 per cent on 
1988. The cost/income ratio 
was fractionally higher 
at 66.6 per cent (66.5 per 
cent). 

Staff numbers in the UK 
were virtually unchanged. 
The bank is planning to 
reduce its UK staff by about 
11,000 . but hopes that this 
will be achieved without 
redundancies through natu- 
ral wastage and redeploy- 
ment. 

The key ratios of the bank 
are slightly weaker than a 
year ago, though they remain 
very strong. 

Tier l capital under the 
Basle convergence ratios is 
now 5.3 per cent (5.5 per cent) 
while the total capital ratio is 
9.1 per cent (9.8 per cent). 

Campari slides 
to £4.15m 

By Ivor Dues 

CAMPARI INTERNATIONAL, 
the designer and distributor of 
leisurewear and sportswear, 
yesterday reported a £600,000 
decline in pre-tax profits from 
£4.76m to £4.15m. 

Turnover slipped back from 
£38.1m to £36J6m. The com- 
pany had predictedln Septem- 
ber that the fUfi year results 
were unlikely to exceed the 
record profits of the previous 
year. 

Mr Ake Nordin, the chair- 
man, the results were sat- 
isfactory in the light of 
depressed market conditions. 

The order book for 1990 was 
ahead of last year, but with 50 
per cent of its market in the 
UK, where high interest rates 
looked likely to continue, ha 
said Campari would do well to 

mark time in the Short term. 

An 8p final dividend is pro- 
posed, making IDp (&5p). Earn- 
ings per share were down from 
42L9p to 3L99p after higher tax 
of £925.000 (E46L000). 

The chairman said the group 
was ready for the next step in 
its long-term strategy. That 
could mean further expansion 
in Enrqpa. 
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The equity to total assets 
ratio has fallen to 5.2 per cent 
(6.1 per cent). 

Lord Alexander said Nat- 
West has no plans for a rights 
issue. 

Earnings per share fell by 


76 per cent from 62p a year 
ago to 15p but the dividend 
was up by 18 per cent to 16. 7p 
The London market reacted 
approvingly to the results, 
NatWest shares closing at 
340p, up by 7p on the day. 


Sea Containers pays $5m 
compensation to Genstar 


By Andrew Botger 

SEA CONTAINERS, the ferry 
and container group, has p^rirl 
$5m (£2-9m) in rompensation to 
Genstar Containers Corpora- 
tion, the world's largest con- 
tainer rental group, for polling 
out of a deal which Sea Con- 
tainers abandoned to maintain 

its <wAynilawi<«> 

The Bermuda-registered Sea 
Containers has fought off a 
hostile takeover hid from 
Stena, the Swedish shipping 
group, and Tiphook, the UK 
container rental group - but 
only by agreeing to a (Llbn 
programme of asset disposals 
put to it by the two predators. 

Sea Containers has termi- 
nated by mutual consent the 
agreement to sell to Genstar its 
standard cargo container and 
rihamris fleets for $yM-Sn| and 
will instead sell them to 
Tiphook, subject to sharehold- 
ers’ approval at the annual 
meeting on March 15. The 
agreement provided for $5m to 
be paid to reward Genstar for 
voluntary termination before 
the shareholders' meeting. 

According to Sea Containers, 
the $5m compensation was 


included in the total defence 
costs figure of $40m to $50m 
estimated by Mr James Sher- 
wood, Sea Containers’ founder 
and president 

Sea Containers also entered 
into an agreement with Itel, 
the Chicago-based marine con- 
tainers group, to sell its tank 
container, tank chassis and 
tank forwarding business to 
Itel for $109 5m. 

The company said it would 
seek to terminate that agree- 
ment before the shareholders' 
meeting and, if Itel refused, it 
would be put to shareholders 
for decision. Tiphook had 
offered a higher price for those 
assets, so the board would rec- 
ommend that shareholders 
turn down the Itel sale, assum- 
ing the matter was not 
resolved before the meeting 

Itel yesterday declined to 
comment 

Sea Containers also 
announced that documents 
relating to the tender offer for 
up to 7m common shares in the 
company at $70m were being 
posted to shareholders yester- 
day. 



LEADING FUTURES BROKER 


IN LONDON, 

WHY SETTLE FOR LESS 

IN EUROPE? 


In-recent years Midland Montagu 
Futures. have built up one of the strongest 
broking operations in London. 

With the full strength of Midland Group 
behind it, our institutional clients appreciate 
the high credit standing this delivers. 

FbQowing the most recent quarterly 
analysis by the London International Fin- 
ancial Fhtures Exchange of the activity of 
its members, LIFFE advised us that we 
were number one in market volume. 

But delighted as we are to have received 
this acknowledgement, we have no intention 


of sitting back and resting on our laurels. 

In the years ahead it is our intention 
to enjoy equal success in the growing 
European markets where our French 
and German colleagues have unrivalled 
expertise in the execution and clearing of 
financial futures. 

Our brokers offer a speedy and accurate 
service and provide clients with sophisti- 
cated advice on trading strategies, market 
movements and technical analysis. 

Our clearing service is second to none, 
providing clients with peace of mind and 

Midland Montagu Fixtures 


ease of use. We offer a complete range of 
services to Europe, North America and all 
major world markets. We believe our state- 
ments to be the clearest in the business, 
and take pride in offering support and 
advice on all clearing issues to clients. 
When dealing with ns opening one account 
covers you for all of your needs worldwide. 

If you’re involved in finan- 
cial futures and you’d like to 
know what makes us number 
one, telephone David Tbwnsend 
or Mike Stone on 01-260 0801. 
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MIDLAND MONTAGU FUTURES IS THE NAME UNDER WHICH MIDLAND BANK p&S PROVIDES FUTURES AND OPTIONS BROKING SEBVICBS. ISSUED BY MIDLAND BANK pic- A MEMBER OP APBD. 

MIDLAND MONTAGU IS REPRESENTED IN GERMANY BY TRINKAUS & RURKHARDX AND IN FRANCE BY MMP FUTURES. 








FINANCIAL "nMESWEDNESDA Y FEBRUARY 2t 1990 


COMMODITIES AND AGRICULTURE 


Statfjord crude 
output is halted 


By Karen FossH in Oslo 

ADVERSE weather conditions 
yesterday forced a virtual halt 
to crude oil production from 
the disputed Anglo-Norweglan 
Statfjord field, which accounts 
for about 40 per cent of total 
Norwegian crude oQ produc- 
tion. 

Four tankers yesterday 
queued in the field as crews 
considered whether or not to 
resume offshore loading of 
crude oil. Loading was stopped 
because of winds of up to 101 
knots and waves which swelled 
to about 7m, which 2J5m over 
docking wmtt 

Continuing severe weather 
could also pose problems at the 
Gullfaks f fel d. oil from which 
is also loaded onto tankers 
rather than piped to shore. 

Statoil, the Norwegian stale 
oil company that operates both 
fields, said that production 
from the StafcQord C platform, 
one of three platforms in the 
field, had been shut in, while 
production from the A and B 
platforms was limited to about 

70.000 barrels a day. 

The Statfjord field has an 
overall production capacity of 
about 750,000 b/d, but has been 
pumping over the last two 
months a dally average of 

600.000 b/d. 

Crude oil storage capacity in 
cells located at the base of the 


Statfiord platform below the 
water line was nearly filled to 
its 4.6m-barrel limit, Statoil 
confirmed. Storage c ap a ci ty at 
the Gullfaks field is limited to 
three days' production. The 
field is currently producing on 
average 250,000 b/d from two 
platforms, while a third Is shut 
down for mai ntenan ce. 

Unless the weather improves- 
today, crude oil production 
from the Stafford field will be 
totally shut in. Statoil esti- 
mated daily production from 
Statfjord to have a value in 
excess of NKrlOOm (£15-5m). 

If had weather continues, 
Statoil may seek approval from 
Norwegian authorities to make 
up lost production in the sec- 
ond half of this year. Because 
of Norway's self-imposed 5 per 
cent production restraint pol- 
icy - designed to help Opec 
prop up world crude oil prices 
— oQ companies must file pro- 
duction plans biannnally for 
ap p roval by Norwegian author- 
ities. 

However, a company affinal 
raid that earlier high produc- 
tion rates experienced so for 
tvHs year are likely to offcet the 
current shut in production. 

Norway, Western Europe’s 
second largest crude oil pro- 
ducer after the UK, produces 
cm average about Lffln b/d. 


EC farm 
aid package 
for Poland 

By Bridget Bloom 

THE FIRST European 
Community aid package to be 
aimed directly at Poland's pri- 
vate formers is expected to be 
given the go-ahead by the Com- 
mission in Brussels this week. 

The 50m Em (£35 xd) package 
is designed to supply Polish 
forms with herbicides, pesti- 
cides and fhngicldes in time for 
the spring planting season for 
potatoes, sugar beet, cereals 
and rape seed. 

It is understood that about 
20 EC-based companies will be 
Involved in supplying the plant 
protection chemicals, with con- 
tracts likely to be awarded to 
BASF, Monsanto, ICE, Shell, 
and Montedison, among others. 
The companies may also pro- 
vide technical assistance. 

The will be paid 

for by the EC, distributed 
within Poland by the US-fi- 
nanced Foundation for the 
Development of Polish Agricul- 
ture, and sold to Polish form- 
ers, with the proceeds going to 
a rolling counterpart fund 
which will he used to purchase 
further inputs from the ECL 

Though state farms will also 
benefit, the EC, with support 
from the Polish Government, 
hopes its aid will help improve 
efficiency among private form- 
ears, who account for some 80 
per cent of output. 


Gummer attacks EC rural plan 


By Bridget Bloom, Agriculture Correspondent 


THE European Community’s 
bid to make the common agri- 
cultural policy more respon- 
sive to market forces was in 
danger of being undermined by 
its emerging plans for rural 
areas as a whole, Mr John 
Gummer, UK Minister of Agri- 
culture, said yesterday. 

In a hard-hitting speech to 
open the annual Agra-Europe 
conference on the outlook for 
European agriculture, Mr 
Gummer attacked the Commis- 
sion’s plans as unhelpfoL 

Proposals included in this 
year's form price package, 
which were designed to imple- 
ment part of the Commission's 
IB-month-old document on the 
future of Rural Society, were 
aimed at insulating particular 
groups of producers from mar- 
ket forces, Mr Gummer said. 

T have severe doubts about 
a policy that, primarily for 
social reasons, tries to shidd a 
particular group of fanners 
from the effects of agricultural 
reform," he said. - ■- 

It was important to “main- 
tain the fabric of farming in 
remote and disadvantaged 
areas" but perfectly satisfac- 
tory policies involving subsi- 
dies to such regions already 
existed, Mr Gummer said. 

He challenged the Commis- 
sion's contention that small 
farmers had been particularly 
badly hit by the so-called bud- 


get s tabiliser s, the plank 
of the EC’s farm reforms that 
have now begun to reduce 
farm-gale prices. 

Mr Gummer accepted that 
economic forces over the years 
had tended to make small 
farms less viable, while rising 
expectations had made the 
income they provided less 
attractive. However, this was 
essentially a “social issue 
which should not he addressed 
by distorting the mechanics of 
agricultural market support." 

The UK minister’s attack on 
the Commission's rural policies 
underlines continuing differ- 
ences on the future of the CAP 
within tixe EC. These are most 
pronounced between the UK 
and Germany. 

At yesterday's conference, 
Mr Georg Gallus, parliamen- 
tary state secretary for agricul- 
ture, made it clear that Bonn 
does see the CAP in some 
senses as a social policy. He 
stressed that his government 
was opposed, to price cuts, 
“which go beyond the stabi- 
liser programme" because they 
would burden farmers further 
without lowering production. 
Germany would prefer to see 
an extension of set-aside for 
arable land or forms of Income 
aid not linked to production, 
he said. 

Referring to the farm price 
proposals due to be finalised 


over the next few weeks, Mr 
Gafins said: “For tfrfa reason 
the federal government cannot 
accept the present price pro- 
posals for 1990-91, even if these 
will only entail minor addi- 
tional declines in prices." 

Mr Brian Gardner, director 
of the EC's European Policy 
Analysis - giving the keynote 
speech after the last-minute 
withdrawal of senior EC offi- 
cial Mr Tom O'Dwyer, moved 
last week to a director general 
post in the Commission - out- 
lined four predominant issues 
for current EC farm policy. 

Mr Gardner felt that the pre- 
occupation of the EC with the 
non-market aspects of farm 
policy, such as the fixture of 
rural society and protection of 
the environment, would be the 
single most important issue 
over the next few years, 
althnngh the more immediate 
concerns were with the form 
negotiations within the Uru- 
guay Round of- the Gatt, and 
the impart of the single Euro- 
pean market 

The Issue of monetary 
reform - in particular the 
abolition of the special rate 
of exchange used to convert 
common farm prices into 
national currencies - was 
not the simple conflict 
“between the Germans and the 
rest” that was often portrayed, 
he said. 


Mexican Government 
unloads a silver antique 

Richard Johns on the privatisation of a colourful 
but generally unprofitable mining operation 


T HE MEXICAN Govern- 
ment is about to dispose 
of Compania Real del 
Monte y Pachuca, the ancient 

silver mining enterprise put up 

for privatisation last August 
An unprofitable operation, it 
could hardly be called the 
"family silver” - but it most 
be regarded as something of a 
n ation al heirloom. 

It is understood *h«* the bid 
by the Grupo Autrey - a con- 
sortium made up of business- 
men from Monterrey, Guadala- 
jara and Tijuana associated 
with the brokerage firm Casa 
de Bolsa Mexico - has been 
accepted by Banca Cremi, the 
«t>inwg agent chosen by the 
Ministry of Finance. 

They will certainly be 
acquiring a splendid and 
romantic but, recently, very 
unprofitable antique which 
five years ago was still using 
steam to operate its boasts mid 
even today uses mesh steel 
bands, which generally went 
out of use a century ago, 
rather than cables to lift them. 

Arguably, the mines of Baal 
de Monte y Pachuca embraced 
in an area of 580 sq km are tixe 
most -venerable in the world, 
apart from those of King Solo- 
mon - whenever those might 
be. 

It has been conservatively 
estimated that over ne arly 4 60 
years of continuous operation 
the a writable laby- 

rinth of about 2400km of tun- 
nels, has produced l-3bn 
ounces of stiver and 6.6m 
ounces of gold, worth in total 
over $9fan at 1989 prices. 

It is almost certain that tixe 
outcrops of silver were worked 
by Aztecs and that some of 
Montezuma's treasure lusted 
after by Bernan Cortes came 
from the veins muternaath two 
adjoining mountains. In 1526 
some two dozen Conqrdsta- 
dores, led by one Luis Tellez, 
arrived at the Pachuca range. 
By the early 1540s ore was 
being extracted by what was 
then a revolutionary method 
brought to New Spain by Bar- 
tolome Medina. 

Over the ce n t ur ies the mines 
around Pachuca — the last of a 
dozen ate so operating in the 
district in the W9Q& — have 
varying fortunes, includ- 


ing what is believed to have 
been the first strike in the 
Americas in 1766. 

In the archives of Real del 
Monte y Pachuca visitors can 
browse through records show- 
ing accounts kept in Rn gWati 
from 1824 to 1847 when it was 
owned under a lease agree- 
ment and operated by a British 
enterprise, the Gentlemen 
Adventurers in the Mines of 
Real del Monte. During that 
period, no les s than £15^381,633 

— g niyry s nhfitMiflfll ffyy 

the era - was invested, 
although cumulative proceeds 
from output totalled only 
£10^30,475. 

The Gentlemen Adventurers 
were bought out by two Mexi- 
can investors, who continued 


cyanide process to its mills. 
Peak production was reached 

exhausted th^rich^^hkk^ 
seams, the US concern sold out 
to the Government for ?34m in 
1947. 

In that year nearly 350 
grams of stiver 2L3 gramn 
of gold were extracted from 
each tonne of ore. Yields last 
year were down to 287 grams of 
silver and one gram of gold. 
The amount of are treated 

ltmnth haw ftiTTew f mm an agwv 

age of more than 90,000 tonnes 
in thp immediate post-natio nal , 
isation era to about 40,000 
tonnes last year. And the 
labour farce has been halved. 

With the plunge in silver 
prices, the 1984 estimates of 


to use British, mainly Cornish 
and to a less extent Scottish, 
managers, engineers and arti- 
sans as well as pumps and 
equipment. 

Shaded by a copse of tall 
trees, the Pr ote s tan t cemetery 
at Real del Monte testifies to 
the long British presence; as do 
Cornish names in the tele- 
phone directory. And an endur- 
ing legacy has been .the 
"peste," or Cornish pasty - 
the genuine article, alhp.it usu- 
ally spiced with chiles and 
sometimes enriched with mole 
(bitter . chocolate sauce) - 
which is very much a part of 
the staple diet of Pachuca, cap- 
ital of Hidalgo State.' 

What was then called Aviar 
dora de Minas del Mineral del 
Vonta and pachuca (the com- 
pany took an its present name 
in 1920) was purchased in 1906 
by the now defunct United 
States Smelting, Refining and 
M jning ; which introduced the 


proven co mm ercial reserves 
were reckoned to be 83m 
tonnes in 1984. They were cut 
to 43m tonnes the following 
year, and are now reckoned to 
be 43m tonnes. Yet additional 
potential reserves are put at 
10m tonnes and the possible 
life of the complex at 
30 years. 

About 500,000 tonnes of ore 
were treated last year, which 
would have yielded about 2m 
ounces of silver and 13,000 
ounces of gold giving a gross 
revenue of rather less than 
glSxn. Yet it is known that the 
mine has been running at a 
substantial loss - understood 
to have been at the rate of 

3400,000 a month in 1969. 

Real del Monte y Pachuca 
has suffered from lack of 
investment both on modem 
equipment and exploration. 
The biggest problem facing its 
development h«g been tixe high 
level of the water tahip at an 



The Real daT Monte y Pachuca mine still. operates lifting 
equipment that went outef general use a century ago.. 


INVESTMENT of jHHLlhn in the Mexican mining sector is 
projected mriw a plan submitted by Mr Jaime LameHn, 

of Hw Mpriw m rhamhp y tO President 

Salinas de Gartari on Monday. 

Most of the capital commitment envisaged in the indica- 
tive Mining Investment Programme presented by Mr Lome: 
Lin, who Is also director general of Industrias Pennies, will 
come from the private sector as the state disengages itself 
bom mining through privatisation sales. 

At the same time, Mr Pedro Aspe, Mink*™- of Finance, 
announced a cut of osw quarter in the 7 per cent production 
fane, or royalty, levied on mineral output. It is to be phased 
out altogether ova- the next three years. 


elevation 2,100m above: sea 
level. Many of fhe vertical 
veins continue, unexploited, 
well bakrw-fc .' * 

FuIfilmeM of the potential of 
the complex would require an 

mwwhnarit In p u mp i n g - nf at 

least $30m, the company has. 
calculated. If half the veins 
extend 120m below the pr esent 
water level, about 19m tonnes 
could be added to tin reserves 
with a value of ?600m in gold 
and stiver at current prates 
prolonging the life of the bpexv 
ation by another 20 years or so. 
In addition, there is the need 
for high-cost exploration dial- 
ling to search for undiscovered 
rich seams which may well 
exist. ; , " ■ ..* 

One important asset is the 
huge quantities of waste tail- 
ings accumulated aver the cen- 
turies which, if treated by mod- 
em methods, could yield 47 
grams and 0.16 per cent of tit 
ver per tonne, as well as tine 
and lead. - 

Parcels of real estate are 
another, but in this respect the. 
new owners, wilt be. confronted ' 
by squatters who, under Mexi- 
can law, would bfr very diffi- 
cult to evict 

Making the old venture prof- 
itable ^ gHn wfil. undoubtedly 
Troyn a bigaud perhaps poW y 
caliy diffic ult reduction in 
manpower from the present 
level of 2300. 

Past losses incurred by . the 
Government, the. amount of 
high-risk capit al needed,' and" 
tixe - uncertainty over foture sil-' 
ver . prices are reflated in . tixe 


selling price. Although the 
Grupo -Autrey is- understood td‘ 
be paying a nominal price of 
$7Sm, as a privatisation the 
sale qualified for a debt-equity 
swap and, so, wi th Mexican 
sovereign debt(USM) currently: 
at about 40 cents to thedoHar, . 
the actual cost , to the censor- 
Hum will be aromul $30m. 

■ The Autrey cons ortium was 
one of at least six paying for 
the tad documents, several of 
which are raid to have had US, 
Canadian or French foreign 
partners, y 

ft was widely speculated that 
Sanlula. one of -the “Big Four" 
Mexican mining companies, 
would emerge as the new 
' owner because the company 
was considered to have the 
best technological capability to 
make , a success out of Realdsl 
Monte y Paxdmca. * 

..Within the secretive Mexican 
mining community there ban 
been a debate as to whether 
the company can be made prof- 
itable. Last November a team, 
from Rio- Tinto anc, which 
was. invited to view roe prop 1 
erty but was not interested, 
concluded that it could ™»k« 
nixoney for the “right” owner. 

Associated with the Grupo 
Autrey is a Mr Jorge Ordonez, ! 
a. leading, geologist whose' 
grandfather helped' find. aD for. 
Wheetman Pearson's Aguilar 
Petroleum- and then, at the fast 
gasp as its exploration budget: 
was running rad, Standard OH 
of New Jersey. That couM be a 
amen for the: successftd 


Indonesian snail menace 


WEEKLY METALS PRICES 


INDONESIA, FEARING . for its. 
•rice crop, has banned the farm- 
ing of edible snails near rice 
fields Mr Wardoyo, the Minis- 
ter of Agriculture announced 
i yesterday, reports Reuter from 

Jakar ta. 

Snails, winch reproduce at 
an alarming rate, can chomp 
their way through whole fields 
of young rice shoots. In the 
Philippines, they have dank 


aged SM.OOO hectares of the 
crop.' ; _ 

Mr Wardoyo said Indonesia 
had not lost any of its staple 
crop yet, and the ban on snail 
farming in and around rice 
fields and their irrigation 
systems was preemptive. 

Once the world’s biggest 
importer of rice, Indonesia has 
now acheived self-sufficiency, a 
position it guards jealously. 


Rjcerftum Metal Bulletin (fast 
wee k's in brackets). . 

ANTIMONY: European free 
market 99.6 per cent, $ per 
tonne, in warehouse, 1,750-1300 
(same). 

BISMUTH: European free 
market, min. 9939 per cent, % 
per tix, tonne lots in warehouse, 
330-430 (sam e). 

CADMIUM: European free 
market, min. 993 per cent, $ 
per lb, in warehouse, 430-4.75 


(4304.75). f, .* J - ,* 

COBALT: European * free, 
mifr&et, @93 per ceni,"2 per lb, . 
in warehouse; 730-735 (7.70- 
735). 1 

MERCURY: European free 
market, min. 9939 per cexxVS 
per 76 lb flask, fo warehouse, 
225-235 (230240). - 

MOLYBDENUM: European 
free market, dramihed molyb- 
dic oxide, $ per Ox Mo, in ware- 
house, 235-2.70 (same). 


SELENIUM: European' free 
market, min 99.5per cent,-* per 
lb, in w areho use, 5-5Q&16. " 

’ TUNGSTEN ORE: European 
free market; standard min. 65 
per cent, $ per tonne unit (IP 
kg) WO, df, 3957 (4058). ; 

VANADIUM: European free 
market, min. 98 per cent, $ a lb W 
VO, Of 2.40-2.45 (230-235). 
-URANIUM: Nuexco 

exchange value, $ per Ib.UO, 

9.09 (same). 


WORLD COMMODITIES PRICES 


LONDON MARKETS 


THE LONDON Metal Exchange capper 
market yesterday resumed lost week's 
uptrend, tallowing Monday’s slight 
setback. The cash price closed at a 
six-week high of £1,453.50 a tonne, as 
New York traders, back from Monday’s 
Presidents Day holiday, responded to 
continued concern about supply 
tightness. Some London traders 
remained doubtful that the uptrend was 
sustainable, however, saying that they 
wanted to see evidence of supplies 
being drawn out of LME warehouses to 
meet the supposed US shortage. 
Weaker sterling helped the LME 
copper price and was also a factor In 
the cash lead price's £12 rise to £468 a 
tonne. Concern over Ihe recent decline 
in LME stocks continued to provide a 
Arm background for lead. Gold ended 
S3 higher at S419.75 a troy ounce after 
an early rise had run into chart-based 
resistance. 




+ or- 

Dube) 

314844852 +.025 

Brent Blend 

S1Q.8046SZ 

-.025 

W.T.L (1 pm esQ 

S22.13-2.17Z 


OB predeets 




+ or- 


*222-224 

-1 

Gbb Oil 

S171-172 


Heavy Fuel Oil 

S89-B0 


Naphtha 

*191-193 




Otter 


+ or-. 


*419.76 

+3.0 


534C 




+45 


3137.29 

+ 025 

Aluminium (tree market) 

51500 

-20 

Capper (US Producer) 

113^-19>te 


Lead (US Praducar) 

41.5c 


Nnhel (free merket) 

340c 

-10 

Tin (Kuala Lumpur market) 1491r 

+464 

Tin (New York) 

287c 


Zinc (US Prime Western) 

85^C 


Canto Hive weightyt 

midp 

+478" 

Sheep (deed eelgMlt 

20418p 

+ 648“ 

Ptge (live wetght)t 

B3.77p 

+434* 

London daily sugar (rear) 


+46 

London deify sugar (white) *431 JSx 

+05 

Tate and Lyle export price £3240 

-1.0 


nn.ow 

-1.78 


£127.8 



£1245 


Rubber (Mar)V 

64J0p 


Rubber (Apr)V 

5450p 



+ 46 

Coconut oil (Philippines )§ 

3385JK 

+25 

Palm OH (Malays(an)§ 

32740 


Copra (PhlHpp<nes)l 

*225 


Soyabeans (US) 

ei» 

-1 

Cotton "A" Indes 

7735c 


Woo/tope (64a Super) 

54Sp 



CAonna UONDON HTAL aXCHAHQI 


£ a torn unkna otherwi ta a mated, p-panso/kg. 
c-canto/lb. r-ringgil/kg. x-Feb/Mer. t-MW/Apr, 
v-Jan/Mar. w-Mw. X-Apr. fMui Commission 
average KWtocfc prices. ■ change Iran a week 
ago. <fLondon physics! market SCIF HoBertfam. 
+ BuHlon market ctoeo. m-Malayslan cente/fcg. 



Ctose 

Previous 

Hgh/Low 

Mar 

622 

624 

IBS 021 

May 

632 

634 

638 63 1 

Jui 

645 

646 

649 645 

Sep 

962 

662 

665 660 

Dec 

685 

688 

689 684 

Mar 

707 

708 

710 706 

May 

722 

721 

724 721 

Turnover 5250 (2317) Iota ol 10 tonnes 

iCCO 

Indicator prices (SDRs per tonne)- Daily 

price tor Fab 18 77853 (77351) 10 day average 

tor Feb 19 78056 (76456) 


corr 

EE - Load 

iowrax 

. C/torme 


Clou 

Previous 

hflgh/Low 

Mar 

807 

614 

618 606 

May 

623 

624 

631 818 

Jul 

636 

637 

643 633 

Sep 

640 

651 

657 646 

NOV 

662 

663 

670 6G6 

.Ian 

676 

676 


Mar 

692 

685 

688 683 

Turnover 4548 (2103) lots of 5 tonnes 

ICO Indicator prices (US cants per pound) tor 
Feb 1ft comp, dally 8758 (6752). 18 day omr- 

age 8450 (6358) 





(Spar tonne) 

Raw 

Ctose 

r.; l 


Mar 

32250 

32650 


May 

32350 

32400 


Aug 

32250 

325.40 


Oct 

31460 

31460 

317.20 31250 

Dec 

309.00 

314.00 

31050 

Mar 

282.00 

29450 

29550 2BB50 

Write 

Close 


E2ZE3BH1& 

May 

^fl 

4240 

4265 Jpon 

Aug 

423uO 

42&0 

4244 4225 

Oct 

3385 

3845 

3844 3843 

Aug 

3815 

3845 

3655 


Previous High/low AM ONdel Kerb ctaee Open Interest 


Prices auppOad by Amntgeinatod Metal Trading) MOTJlf YOriC 


K7% port* (9 par tonne) 


Hkig atmover 17,875 tonne GOLD 


Cash MSB-500 
3 months 16C3-5 


1804-8 

1612-8 


1489/1486 

14480383 


1487-8 

1804-8 


143241 


33*81 tors 


100 troy az^- 3/tray oz. 

Close Previous Mgh/Law 


Cappsr, Oretfe A (£ per to nn e) 


Ring turnover 36525 tonne 


Cash 14S3-4 
3 months 1443-4 


1430-1 

1420-1 


1480ft 445 
1451/1430 


1448-51 

143841 


14423 


72.025 iota 


teed (C par tonne) 


Rtng turnover 15.775 tomse 


Cash 465-7 

3 months 4323 


425-6 


471/467 

434/421 


470-1 

427-8 


431-2 


14406 tote 


Nfcfcsl (S per tonne) 


Ring umowsr 1,683 tonne 


Cash 7300-25 
3 months 7270-5 


74304X1 


7325/7300 

7330/7175 


7300-26 

7260-76 


' 7300-23 


7.(770 Iota 


TIs (3 par tonne) 


Rino turnover 600 tonne 


Cash 6275-85 
8 months 8406-10 


8410-80 

8840-80 


6280 

6470/8400 


6280-6 

6420-30 


6400*8 


6.130 lots 


Zktc, Special Wgh Grade (t per tonne) 


Nng turnover 14328 tonne 


Cash 1440-6 
3 months 14306 


1428-6 

1418-8 


1460 

144871393 


1450-2 

1437-8 


M326 


14045 tote 


Turnover Raw 3070 (£88) tots of SO tonnes. 

White BSB (555) 

Parle- White (FFr per tonne): May 2412. Aug 

2425. Oct 2254 Dec 2184 Mar 2124 May 2124 


Zina (3 per tonne) 


Ring turnover 4000 tonne 


Feb 

4105 

417.1 • 

4305 . 

4185 

Mar 

4205 

418.1 

0 

0 

Apr 

.4235 

4205 

424.7 

4215 

dun 

4295 

4265 

4302 

4175 

Aug 

434.7 

4315 

4385 

4335 

Oct 

4405 

438.7 

0 

0 

Dec 

4454 

4415 

4465 

4435 

Fab 

451.1 

447.4 

4815 

4515 

Apr 

4665 

4525 

0 

0 

PLATBOMa SO trey oz; 8/troy os. 


Ctose 

Previous 

Mgta/Lflw 


Fab 

62S4 

8194 

0 

0 

Apr 

5344 

6254 

8355 

SZ75 

Jut 

538.7 

5905 

5385 

8385- 

Oct 

5442 

5355 

8435 

5405 

Jan 

5495 

5415 

6815 

5815 

Apr 

55S-7 

8475 

0 

0 


HEATING 08- 42JMP US gaits, CWltS/US QSUe 

Latest Previous Mgh/Low 

Mar 8770 5748 .5786 6880 

Apr 5700- * 8881 5725 . 5815 

May 5885 8887 ' 6810. ' 5530 Ts' 

Jun ' 8483 8502 ' 5530 - '5464 

Aug 5518 65G2 6560 5610 

Sep 5800 8047 8833 5680 

Oct 8885 8712 8708 8688 

Nov 5740 5777 6780 8740 


Chicago 


SOYABEANS 8,000 bu mint centsMOU) bushel 


COCOA 10 1 


s^rumae 


Ctose Previous Htph/Loar. 


1016 


897 

887 


997 


Cash 1436-45 
March 30 1410-20 


1425-35 

1400-10 


144060 

1415-25 


758 MS 


LME Ctostofl OS , 

SPOT: 1.7040 


1.8770 


8 months: 1-6270 M™ 4000 trey os c ems/troy ox. 


E/tonne 


Ctose Previous Mph/Low 


Apr 

May 


1BI.7 

20741 


1804 

2045 


182.0 1745 

2043 2040 


S/borrei 


Latest Previous Ktgh/Lew 


Apr 

May 

Jun 

<PE 


19.60 1483 19.81 I860 

1442 1440 1430 

1428 1419 

1437 1473 


Turnover 1300 (2204) 


S/tanne 



Latest 



Mar 

16026 

BTTTT^B 



164.75 

16450 


May 

10250 

16450 


Jun 

16250 

161 JO 

10250 100.76 

Jul 

161.75 

16550 

16175 16150 

Aug 

167.00 

16750 

10250 

Sap 

172.00 


mao 

Oct 

16750 


16750 


Turnover 3782 (1382)le» e* 100 tonnes 


Mareh/April « and f Dundee BTC 1804 BWC 
3304 BTO 3564 DVTO 3688; e and t Antwerp 
BTC 804 BWC 3554 BTD *834 BWD *834 


L iv erpool Spot and shipment salsa for lhe 
wash ended February Wamountsd 
tomes aoainst 603 tonnes In the preview 
week. Fair operations occurad with dosings 
in west AMcan. Russian and TUrtteh 


Turnover 116 (101) tote of 40 tomes. 

ra. 1 .. :.v:i , - 1 . 


C/lonne 


dose 

Pnmtous 

Mgh/Low 

Apr 

Jun - 
Aug 

12950 

12350 

12350 

12850 

12800 

12350 

12350 12250 

Turnover 63 (39) tots ai 20 tonnes. 




Close 

Previous 

High/Low 

Fab 

Mur 

Apr 

Jul 

BF1 

1603 

1643 

1065 

1400 

1tt2 

1627 

1638 

1388 

1576 

1800 1881 

1645 1627 

1665 1846 

1406 tS8S 

Turnover 354 (77) 


- an 


Eftonna 

Wheat 

Ctose 



Mar 

May 

Jun 

11156 

11455 

17750 

11050 

11425 

11846 


Barter 

Oasa 

esu 


Mar 

!£? 

10455 

10755 

10755 

104.78 

10750 

105.00 10456 

10756 10750 

10758 


Turnover Wheat 
Turnover lets ol 


340 (380). Barley 104 (81). 
M0 tonnes. 


{Cash Settlement} 0/kg 



Ctose 

Previous 

High/Low 


Feb 

113.0 


1125 


Apr 

1215 

1188 

1205 1185- 


Jun 

1215 

ims • 

1205 1195 


Aug 
Oct 

1175 

121.0 

1165 

1185 1185 
1205 



Turnover 141 (15) tote of 3,280 kg 


LONDON BULLION MAUKKT 



8 equivalent 

Ctose 

418)2-420 


jMB-MOfe 

Opening 

419 *«-419 X* 



Morning the 

41855 


245.101 


Atternoon fix 41958 


246576 


Day'S high 

420*2*421 




Day's law 

418 >2-410 




Coins 

3 price 



Mspteteat 

428-434 


20-255 


tMiioiniio 

428-434 


282-285 


US Eegte 

429434 


262266 


Angel 

429434 


252266 


Krugerrsfid 

418422 


248-348 


New Sow. 

97l4-a»l4 


87-8612 


OW Sow. 

97 Vl -98*4 


67-691* 


■Noble Plot 

5315044020 

311:56-31858 

SBver to 

p/tbre a 



Spot 

BK.M 


SI 340 


3 months 

Ulffi 


32450 


8 monOte 

657.70 


33656 


12 months 

68055 


800.70 



Atomtohsa (837%) Cede 

Puts 

Strike price 8 tome Mar 

May Mar 

May 

1400 

1t» 

116 2 

18 

1300 

34 

66 

.27 

50 

1800 

6 

21 

97" 

113 

Copper (Grade A) cute 

Puts 

2380 

128 

187 7 

62 

2490 

58 

86 

35 

TOO 

2550 

17 

60 

96 

171 

CoSes 

Mar 

May Mar 

May 

wo 

66 

77 


5 

800 

7 

40 


18 

690 




45 

Cocoa 

Mar 

May Mar 

May 

» 

71 




800 

21 

43 


12 

890 


17 


98 ' 

Brent Crude 

Apr 

Ms] 

Apr 

May 

1800 

78 

80 

18 

40 

I960 

48 

80 

39 


2000 

23 






Ctose 

Previous 

Mgh/Low 


Feb 

6335 

6325 

6315 

6315 

Mar 

6345 

6345 

5375 - 

632.0 

Apr 

538.6 

S382 

0 

0 

May 

5425 

542.4 

5465 

540.6 

Jul 

8515 

680.7 

8845 

5495 

Sap 

800.1 

59B.4 

063.0 

8605 

Deo 

872.1 

6715 

6745 

8685 

Jan 

6765 

8745 

0 

0 

Mar 

684.4 

6635 

6665 

8545 

May 

6027 

6815 

5965 

8935 

cseeei zjzsxnzzzim 


Ctose 


E2E3 


Feb 

11456 

11258 

11456 

1M50 


1026 

1002 S88 

Jul 1003 983 1010 994 

Sep 1021 1010 1020 1012 

Doc 1040 i 1036 1045 1031 

Mar 1068 1005 1068 1060 

May 1078 1067 0 0 

Jut MBS 1083 0 0 


cento *C* 37jEOMmt centa/BM 



Ctose 

Pravtous 

Htgh/Um 


Mar 

668/2 

569/8*. - 

870/8 

668/0 

" May 

578/0 

581/4 

682/4 

577/4 

Jut 

588/2 

593/4 

694/D 

08M> 

Aug 

592/2 

586/4 

597/4 

892/0 

Sep 

683/4 

593/4 

596/0 

600/4 

NOV 

593/2 

89S/Z 

600/2 

5935 

Jan 

603/0 

60810 

•009/4 

803/0 

Mar 

813/4 

616/0 

818/0 

813/4 . 

SOYABEAN «L 80.000 As; ceMsdb 

-. .... 

: Close 

Previous 

MgWLow 


Mar 

1051 

1954 

205! 

1AB2 

May ■ 

20.20 

2022 

2050 

2a 12 . 

Jul 

2053 

2054 

2040 

2052 

- Aug. 

20.25 

20.30 

2054 

20.18 

Sep 

29.20 

20.26 

2050 

20.10 

Oct 

19.96 

20.05 

20.20 

1955 

Dec 

1859 

2058 

wmn 

15.90 

Jon 

1952 

2052 

20.06 


Mar 

20.01 

2a 10 

20.10 

2051 


Mar 

Apr 

May 

Jon 

Jut 

Aug 

Sep 

Oct 

Nov 


moo 

110.28 

107.80 

10430 

10180 

1Q2.40 

10120 

10440 

9470 


111.35 

10480 

10585 

10488 

10220 

101.26 

10430 

9470 

9410 


110. TO 
11480 
10840 
0 

106.70 

0 

10440 
101 JO 
0 


112.10 
11480 
10460 
0 - 
10340 
0 

10240 

101 JQ 

0 



Cteaa 

Previous 

Mgfi/Low 


Mar 

8851 

8551 

87.75 

8650 

May 

8958 

88.73 

9050 

8956 

Jul 

9152 

9051 

9150 

9150 

Sep 

22JSB 

92.17 

8350 

9250 

Dec 

8458 

9358 

95.75 

9456 

Mar 

9653 

9558 

9755 

9756 

May 

9856 

8750 

98.00 

oo.oa 

JUl 

9958 

88L43 

0 

0 



Ctose 




Us 

14.40 

14,78 

1450 

1444 

May 

14JS7 

M5S 

1452 : 

1457 - 

JUJ 

14-44 

1458 

1457 

14.37 

Oct 

1457 

1459 

1458 . 

1358 

Mar 

1358 

1357 

1359 

1359 

May 

1357 

1356 

0 

0 

JUJ 

1X20 

1X33 

0 

0 . - 


90YABgAN MEAL 100 tone; Srton 

Ctose Previou s Hlgh/Low 

1846 
1844 
TOO 

174a 

1742 
1774) 
1748 

T81J 

MABE 5,000 bu mtn; centt/B6U> bu shel 

Ctose - Previous Mphfliaw 


240/4 

247/2 

93m. 

24010 

247/4 


Mar 

1655 

1685 

1875 

May 

168.7 

170.1 

1705 

Jul 

1735 

1743 

1743 

Aug 

1745 

1785 

1785 

Sep 

1785. 

1775 

1785 

Oct - 

177.1 

1785 

1795 

Dec 

1795 

81815 

1815 

Jan 

181.0 

1823 

1820 


Mar 

241/4 

941/2 

241ZB 

May 

348/2 

247/0 

248/4 

'M 

262/6 

232/2 

263/0 

Sep 

260/0 

290/0 

250/8 

Osc 

248/0 

248/2 

248/2 

Mar 

255/2 

264/4 

236/2 


WHEAT 4000 bu mtn; cente/BOMtoths) 


_ 

Ctoee 

Previous 

H9h/Low 

Mar 


384/0 

383/4 

May 

380/8 

363/0 

382/2 

Jul 

342/2 

344/4 

343/2 

Sep- 

348/4 

360/B 

349/4 

Dae 

380/4 

382/4 

381/4 

Mar - 

368/0 

380/4 

368/0 


CRUDE 04 (Uflht) 44000 US Balls Pbditsl 



Latest 



Mar 

32.17 

2242 

■»» 

3206 

Apr 

22.11 

»J4 

22.19 

2157 

May 

2155 

2204 

2252 

2153 

Jun 

21.72 

2153 

21.78 

2153 

Jul 

2155 

2158 

2158 

2150 

Aug 

21.18 

21.36 

2154 

21.13 

sap 

3054 

21.17 

2154 

2054 

Da 

20.84 

2154 

2091 - 

2058 

Nov 

20.70 

2057 

2052 

20.79 

Dae 

2078 

2052 

3352- 

20-76 

MXCtt I 


“100) | 


Fab 20 

Feb 19 

mnthagoyraga | 


1810.1 

18085 

1798.7 

18395 f 

DOW JONES (Base: Dec 3119T4 - KXQ t 


Fob 10 

Fob IS 

mnth ego yr age | 

Spot 

13052 

13056 

12751 

13752 

Futures 13250 

13253 

13050 

13954 


COTTON 64004 oentsma 


uvg CATT Lg 4QJXX3 feg; carCiUttwi 

Qaw Previous Mflh/LeiT 


381/0 

398/4 

342/0 

348/2 

aoora 

asm 


Ctose Previous -Wgh/Low- 

Mw 6483 6808 

May 7419 70JB 

•M 7437 7091 

Of* 67^5 67« 

6487 6423 

M«r 8483 0430 

Maw 67.10 07 JO 


6450 
7440 . 7000 

7470 7430 

97.26 3480 

8400 3430 

6440 3440 

9.10 87.10 


7483 78.77 . 79,65 

Apr 77.12 77.68 77S 

-Am 7107 7zM 7 X 7 ? 

Ault 7480 TiM 

SS. *2S raS 

Dec M 744S S 


7430 

7483 

71A0 

7478 

72.40 

7436 


UVE HOPS 3(L00D ifc canteAh," 









Ctaee 

Previous 

High/tow 







. Feb 
• Apr - 
Jun 
Jul 

40.72 
47.70 
33.17 
. 3313 

4952 

47-42 

52.72 

8252 

50.15 

4750 

6352 

S3J0 

8157 

4955 
47.10 
8340. . 

ONANQe juice 15,000 As; eennntM 


Aug 

5157 

soao 

8070 


Close 

Pravtous. 

MgWLow 


Dea. 

4757 

46-ea 

4756 

46-00 

Mar 

May 

200.75 

196170 

10858 

195.10 

20093 
18750 . 

199.30" 

.79550 

POWtBBUBS 40500 


Ad 

19350 

1815S 

18350 

18170 




Mgh/Low 


Sap 

Nov 

Jan 
Mer 
May 
Jul- - 

mss 

16055 

W055 

190.06 

WQ5G 

188.70 
13250 
17850 . 
17950 . 
179 JO 

OB JO 

188 76 - 

13450 

16050 

moo 

0 

0 

18850 

18350 

18050 

18050 

0 

O ' 

Feb 

Mer 

May 

Jul 

.AUfl- 

_Fefr. 

B1J0 

S15S 

8250 

5040 

61.10 

8650 

4858 , 
8057 

61.42 

5152 

4877 

6450 

3159 

32.02 

63.40 

6356 

51.77 

3850 

4850 

4950 

3070 

61,28 " . 
4850 

84J» 
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LONDON STOCK EXCHANGE 


Interest rate fears dictate further fall 


FINANCIAL TIMES STOCK INDICES 


IMBffiO 

High Law 


Sine* Compilation 







... , * r~.; ,^5: 

:V 3 y& 
: :r 
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.-“r - 

: . ^trsv*. 
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■_ -I" v.4c 




There was no respite for a 
London equity luarket yester- 
day still labouring under , weak 
international bond markets 
and concerned about the possi- 
bility of higher intere st rates 
in West Germany and Japan. 
Added to an overall bearish 
picture ot world markets was a 
poor early performance by 
Wall Street after its 
weekend break. . 

The outcome of a difficult 
day was a farther sharp fall in 
the FT-SE 100-Bhaze index 
which dosed' another 20.1 
down at_2£T7jO - its lowest 
level this year - and atwo-day 
decline of 4&&. 

While not wholly conv i nced 
that the pierrdne of the 2£O0 


NatWest 

dividend 

welcomed 

NatWest kicked off the 
hanking results season with a 
higher than expected dividend 
increase and a confident state- 
ment The shares were the sec- 
ond best performer of the six 
shares in the FT-SE 100 to 
show a gain on the day. 

Most analysts and market- 
makers focused on the 1&2 per 
cent increase in the dividend. 
“Absolutely fantastic," said 
one deal e r, who added that the 
yield was the best in the sec- 
tor, except for Standard Char- 
tered with a much lower divi- 
dend cover. Analysts said the 
rise in domestic bad debt was 
not as much as had been 
feared. 

Notes of caution were 
sounded; however, by Mr John 
Aitken at County NatWest 
WoodMac. He argued that 
there were several not easily 
repeatable items in the figures, 
such, as a currency gain on 
overseas assets of £41m. He 
added that there had been a 
change in the mix of account 
holders towards the more 
expensive products, such as 
interest-bearing current 
accounts, and the the scope to 
continue Increasing dividends 
at a high rate was limited. 

NatWest climbed ? to 340p. 
on turnover of L9m and opti- 
mism on dividends spilled over 
into Lloyds, 3 better at 290p on 
3.2m and Barclays, up 4 to 555p 
on 2.9m. Midland, down 3 at 
350p, reports tomorrow. 

Dutch poser for CU . 

- Commercial' Union weak- 
ea^dUas several bearish storks 
circulated. Ode was extrapo- 
lated. said analysts, from- a 
statement by a large Dutch 
insurance company to the 
effect thatitwouid reduce its 
involvement in the local equity 
market. CD has a big operation 
in Amsterdam, and. the Dutch 
parliament next month consid- 
ers a new law which would 
raise taxes on investment 
gains. 

Researchers added that Axa- ' 
Midi, the French insurer which 
is involved in the'Hoylake bid * 
for BAT Industries, said at its 
animal meeting that if it were 
unable to take control erf BATS' 
California insurance company 
Farmers,- it would stm be 
looking to the TJS, rather than' 
the UK, for acquisitions. CD’s 
share price lndndes a bid pre- 
mium as a result of pan-Euro- 
pean merger activity amon g 
composite insurers. 

Marketmakers also spoke of 
switching ont of CD into Royal 
Insurance. The former dosed 
at the day’s low, down 14 at 
490p, while Royals slipped 4 to 


J.P. Morgan 
London post 

Mr J.. Adam L Wethered, 
senior vice president, JJ*. 
MORGAN, has been assigned 
to London from the New York 
office. He becomes r esp o nsible 
for financial, . personnel, 
technology, operations, audit, 
legal and compliance and 
as wen as s ec u rit i es 
trust and information services. 

■ Mr David Clark, has joined 
fim METEL GROUP, Liverpool; 
as chief executive, responsible 
far co-ordination and 

development of all group 
activities. He was with Marks 
and Spencer. . 

■ SPECTRUM GROUP has 
appointed Mr K.C. Vere Nlcdl 
as a nonexecutive director. 

He is a director of TowaIl,~ ' 
which bolds 9 l 25% at , 


■ Mr Kevin Jorda n has b een 
appointed chief executive of 
AARON & PARTNERS, a 
f>pater Mimm e r elal law firm. 
He was business support 
rmmflgar for BP Ventures. 

■ Mr David Wheeler has been 
appointed dep uty m anagin g 
director of RECHEM 
INTERNATIONAL. He will 

continue as operations director 
responsible for the Fawley and 
Pontypool plants. 

M SMITH NEW COURT has 
appointed the team of Mr Nigel 
Howard, Mr Sterna Wilson 


Aannan l Oar. 
Mar 3 


level on. the Footsie Index 
would see the market move 
sharply lower to a new level of 
resistance, ' some analysts 
became increasingly concerned 
about its ability to rally from 
what they regard as a vulnera- 
ble position. 

Blue chips began the session 
where they left off on Monday 


SOOp. Volume was fight in both. 

The market slide led to per- 
slatant small signing of all 
gas issues which, after show- 
ing initial- resistance, slipped 
further during the afternoon. 
Matters were not helped, deal- 
ers said, by the opening faH on 
WaHStraeL 

Crude oil prices were little 
changed, despite news that 
Norway's Stafford C oil plat- 
form has been shut down 
because off bad weather, with 
the possibility that the A&B 
platforms could also be dosed. 

BP attracted the biggest 
turnover, 7.3m, and eased 2ft 
to 8A4p. Shell, a poor performer 
on Mhnday, dropped 7 more to 
474p, on 22m, with sentiment 
dented by reports emerging 
from the US of a $2.4bn price- 
fixing lawsuit against she oil 
companies, including ShelL 
The suit relates, traders «»id r 
to long-running charges that 
the ml companies conspired to 
fix prices they paid for crude 
oil at artificially low prices 
from 1361 to 1977 and from 1980 
to 1385 from the Wilmington 
oil field In southern California. 

Shall repo rts fo u rt h quarter 
figures today, with analysts 
forecasting current cost profits 
at between £70Qm and £920m 
and historic cost profits of 
SJOOm to £fbn with the final 
dividend expected to he in the 
range of l0.5p to lfiAp net, 
compared with last time’s 
9.83p. County NatWest, com- 
menting on toe stock ahead of 
the figures, said “the shares 
look expensive on fundamen- 
tals and we do not believe that 
the dividend growth outlook 
warrants a rerating of the 
stock. We do not expect the 
results to have much influence 
on the share price «m 1 remain 
sellers.” Other analysts are 
concerned over the perfor- 
mance- of Shell’s chemicals 
bushneasL 1 

British Gas slipped 3-34 more 
to .222p. Vi on,. .turnover of 
3.6 m , a m i d talk iff switching cpt 
of toe. stock and into toe ofl 
majors whQe Burmah dropped 
9 to 644p, Calor 5 to 350p and 
LASMO the same amount to 
679p. Rntexprise Oil lost 4 more 
to 64lp with specialists con- 
vtocedthat Id wfll place its 25 
per cent stake in Enterprise 
“within a month or so." 

Much the stores sector ftn 
with the market. Next was an 
exception, finning 4 to 107p in 
heavy trade of 11m shares. 
Dealers spoke once again ' of 
the largely discredited story 


— npacr pressure — as raar- 
ketmakers clipped their quota- 
tions in an attempt to stave off 
any selling prompted by the 
Tokyo market’s latest fail. 
Thera ware also concerns (later 
proved right) that Wall Street 
would open sharply lower to 
catch up with the weakness in 

t ptemat)nnBl nwita hi (HI Mon- 
day. A rally set in during mid- 
morning, after better-than-ex- 
pected results from NatWest, 
and the Footsie, having been 
down almost 20 points after an 
hour’s trading, rallied to stand 
only 6A off over the lunchtime 
period. 

But London then resumed Its 
downward path, correctly 
an ti cipating the eady 30 point 
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that Sears might bid and of the 
more likely one that the com- 
pany’s dividend mi ght be main- 
tained in spite of Next’s trou- 
bles. However, they said that 
the buying interest was not 
coining from income funds but 
from more speculative sources 
including specialists in recov- 
ery stocks. Similar interest was 
said to have helped Storehouse 
and Dixons firm a penny to 
118p and 180p respectively 
against the trend. 

A share placing and open 
offer to raise £9.7m from In 
Shijgp left the shares 4 lower at 

105p. The Jifartog and nfiiw is 

on the basis of one new share 
for every 256 held at loop per 
share. 

More persistent selling pres- 
sure in British & Common* 
wealth polled the shares hack 
to 62p at one point befise they 
closed at 64p T dcrwn 5 cm the 
day- •, 

The property sector was 
firmer with some analysts com- 
menting that the news of Moti- 
vate Moore purchasing £70m of 
shop properties from Proden- 
tiaT Assurance had helped sen- 
timent. There also talk that a 
large bid was in the offing, 
though most dealers thought 
unlikely. MKPC yddgd 3 to 
501p, while Land Securities 
was unchanged at 490p, and 
British Land gained 4 to 363p. 

Analysts at Charterhouse 
Tilney visited Greycoat and 
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APPOINTMENTS 


andMr Btobard 
Antitony-Jones to work in the 
hiatitutkmal traded options 
market. They join from 
(Sticorp Scrimgeour VJdars. 

■ Bfr Stuart A. Mmxis has 
heai appointed financial 
director of ROLFE KING 
GROUP, including subsidiaries 
Rohe Bag, Cable Management 
Systems, and Gride 

Manngw nant I WImnlng y, 

■ NATIONAL GAR 
AUCTIONS, pert of the 
Wlncanton Group, has 
appointed Mr Robert Stoytit 

as finance/commerdal dnector, 
anew post. He was the group’s 

h nriiwM rmwpiH wy mamig w. 

■ Hr Mike C.€hnm has been 
appointed general manager, 
retail marketing, MOBIL OIL 
COMPANY, frmn April L He 
was general manager, .... .. 

. commercial marketing, and ■ 
takes ova: from Mr Geoff 
Usher who is retiring. 

■ CHANCERY has appointed 
Mr Timothy Heaton as 
intermediary businiess 
devdcqnnent executive, 
ccapcaate finance division. He 
was a director of RoyTrust 
Financial Services. 

■ MrFJSJ. Jardhae has been 
appointed group company 
secretary of BORTHWICKS, 

succeeding Mr DA. Pryke who 
is retiring. 

p Hr Jack Edge has been 
appointed general manager 
of ROADLEASE, part of the 
Harion Group. He was 


national operations greeter. 
Lex Vehicle Leasing. 

■ Mr Simon Brown has been 

gppnilTttari h rrffrfing- 
and Mr George Cronin 
ftnawriai director of the North 
London division of BELLWAY 
HOMES. Mr Derek Blank has 
been a p poi nt ed finance 
illrwt ■frnr | and Mr p/tljmfl Oixel 

development director of the 
north west division. 



BET ENVIRONMENTAL 
SERVICES has appointed Mr 
John Cropley (above) as 
chairman of Tntrial Espana, 
and Belas Service (PartngaQ; 
and. to the board of Dec r ahc in 
France. He is chairman of 
Frlswit In Belgium, and 
in Holland, and is 
based at Harefield, Middieses. 
All are part of BET 
Environmental Services, of 
which Hr Cropley is a 
dtreetor. 


dedBne by Wall Street. Thereaf- 
ter, it was virtually one-way 
traffic with the index dropping 
to 2^276.4 just before the dose 
of business. 

Once again the future s mar- 
ket played a big part in deter- 
mining the course of the cash 
market. Two waves of selling 
pressure emanating from the 
futures undermined sentiment, 
the first just after Wall Street 
opened and the second within 
half an hour of the close. The 
Footsie futures contract was 
then showing a five print dis- 
count to the underlying index 
before eventually settling with 
a two points, premium. But 
dealers were sceptical of any 
big recovery in the futures. 


retained their high net value 
asset estimate of 760p per 
share. “We’re not saying things 
are brilliant But it’s not as bad 
as the worst fears," said Mr 
Gareth Brans of Charterhouse. 
Greycoat ended 3% off at 
419 %p as an overhang of stock 
continued to weaken the stock. 

A recommendation of a 
switch out of Severn Trent and 
into South West Water by 
Kleinwort Benson prompted 
Severn to weaken. But South 
West also fell back with the 
rest of the market Kleinwort 
said that South West offered 
financial stability, an ability to 
withstand capital overruns, 
and low exposure to these 
overruns. South West offered 
an immediate yield gain to 
investors over Sevan - 65 per 
cent v e r su s 6.66 - but also a 
potentially better Tate at cHvi- 
dend growth of 525 per cent 
against 3.4 per cent 

The Water Package fen 18 to 
£1715 and Severn Trent lost 1% 
to 157 ftp. North West dipped a . 
penny to 169p, Thames eased 
4ft to 184p, white South West 
dipped 7 to 192p, and Southern 
pdfM 3 at 168p. 

A £2&2m rights issue from 
C Hy vMmi that accompanied a 
more than doubling of foil year 
profits Left the shares 6 down 
at one point They recovered 
by the dose to 134p, a net 3 
easier. The rights offer Is 
Intended to finance further 
growth and provide the group 
with a positive net cash posi- 
tion of about £l6m after paying 
off bank borrowings and buy- 
ing the Superfttcks chain of 44 
video hire stores. 

Campari International 
slipped 3 to 173p after reveal- 
ing a 13 per cent decline to 
£4~lm in ftm-year profits. Own- 
ers Abroad eased a penny after 
publishing its final profit 39 
per hi gher at £18-4m. 

Mr Angus Maitland. Chair- 
man and Chief E xecu tive of 
adver tising agency VPI ,said he 
expected the company’s results 
in the first half the current 
financial year to he substan- 
tially lower than the second 
half of last year. The news left 
the shares down 10 at 26p. 

The sate by Brent Walker (5 
lower at 354p) of the Whyte 
and Mackay whisky operation 
helped H&Mand Distillers 
largely resist the down wa rd 
trend to close just a penny 
cheaper at 237p. 

An upgrading by Kleinwort 
Benson helped Tate & Lyle add 
3 to S14p on volume eff 3Jxn 
Kleinwort expects Tate to post 
1990 profits of £225m against a 
previous forecast of £220m, 
white hi 1991 it expects £250m 
against £245m. The resilience 
of the North American corn 
sweetener market and tight- 
ness in the US sugar market 
were among the factors caus- 
ing Ktednwmfs reappraisal. 

Unilever fell back as the 
NV’s premium over the pic 
narrowed. “The UK stock has 
outper fo rmed the Dutch and in 
technical terms It was time to 


■ Mr Leslie O’Halley, Mr 
Gavin French and Mr William 
IPBar haro been ap pointe d - 
to toe boar d tf TO LLETT& 
TOKYO EQUITIES. 

■ BAIN CLARKSON, part of 
Incbcape, has appointed Mr 
Mark £. Wnlhw as group 
finance director. He was with 
TSB. 

■ Dr Eric Brakes has been 

appointed operations director 
of Oxford Chemicals Teesside 
division, a wholly-owned 
subsid iary of OXFORD 

chemicals 

INTERNATIONAL. He was 
operators director of PROM. 

■ FISONShra appointed Mr 
Roger Bu Sates as scientific 

pq nipmtm t ffwancc 

director. Hie was involved in 
the US recently setting op 
FiscmS Instruments North 
America. 

■ ROYAL TRUST BANK has 

appointed Mr Michael Burns 

as a senior associa te director 
responsible for personnel and 
administration. 

■ Mr Em Coa tes, ch ief 
executive and group managing 
director of Meggttt, has been 
appointed a non-executive 
di rector de signat e of 
SOUTHERN ELECTB1CL 

■ GRORUD BISON BEDE, 

Tyne and Wear, maker of 
s feinWl 1 ^ for thfl haa 

appointed Mr Michael Holborn 
as sales director. He was a 
director nf ffimann ^airlifts 
and Ttaodercare. 


Commenting on the latest 
bout at weakness in equities, 
Mr Paul Walton, equity market 
strategist at Smith New Court, 
commented : "The volume fig- 
ures say it all, we’re reacted to 
Japan and have been anticipat- 
ing Wall Street; this is a mar- 
ket in which the large players 
are still gfateHwd. awaiting a 
dearer picture.'* He said the 
institutions were now buying 
the “super-quality stocks," 
adding that toe sell-off looked 
overdone atvi that fiw* "march 
of currency ration between the 
two Gexmanys has slowed.” 

Turnover yesterday was 
377.4m shares, compared with 
Monday’s final figure of 314J3m 
and Friday’s 4883m. 


switch out of the pic and into 
the NV,” said one analyst Oth- 
ers pointed to the retease of 
Unilever’s final results next 
week as a further reason for 
the activity. Unilever ended 11 
lower at 636p. 

fiwyjfrh alSO expressed ghnflm* 
concern over HUlsdown. but 
brisk turnover in the traded 
options market provided sup- 
port HIDsdown was the fourth 
busiest option, trading 1,029 
contracts, equivalent to L02m 
shares. But the options turn- 
over was mainly due to one 
neutral trade executed by 
James Capet HUlsdown was 
unchanged at 2S2p. 

Coloroll, the troubled home 
furnishings group, eased a 
penny to 22ftp. After the man 
ket dose, it was announced 
that Mercurins Gruppen AB 
and Proventus AB had taken a 
joint 5.03 per cent stake in 
ColorriL 

Bii glteli China Cfoyg contin- 
ued to recover on comments 
that the p re v ious week's weak- 
ness, which followed a profits 
wanting from the company, 
had been overdone. The shares 
added another 8 to 381p with 
Rphwvfer Manage- 

ment declaring it now held a 
5j01 per cent stake in ECO. 

MB Group weakened 4 to 
210p an reports that S. G. War- 
burg had cut profit expecta- 
tions for this year by £Sm to at 
cifigm- The cut was blamed on 
the longer-than-expected 
period it has taken to increase 
margins at Metal Box’s old 
packag in g interests, and to get 
working capital in place, and 
the current mild winter. 

US selling was reported of 
ICI and shares gave up 16 to 
1038p in nervous trading await- 
ing tomorrow’s foil year fig- 
ures. Turnover eventually 
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reached L2m shares. 

Cookson followed the mar* 
ket, the shares giving up 8 to 
229p. BZW remain cautions 
ahead of next month’s results 
and are predicting full year 
profits of £193m, up from 
£L78m. Explaining BZW*s cau- 
tion, Mr Martin Evans said: 
“Trading in the second half 
was Himnar to the first half 
with Europe strong, the ITS 
mfaprt but the UK weak.” 

GKN continued to lose 
ground, dosing 4 down 394p, 
still Influenced by BZW's 
downgrading; on Monday the 
securities house cut its profits 
expectations for 1989. BZW was 
said to have been the main 
seller and UBS Phillips & Drew 
thfl buyer of a large part of the 
L7m shares traded yesterday. 

Major construction stocks 
bowed to the poarinhty of cuts 


in spending on in fr as tru c tur e. 
Mr Cecil Parkinson, the Trans- 
port Secretary, indicated late 
Monday that the proposed 
£l3bn road building pro- 
gramme for the next decade 
would be scaled down because 
of cost and environmental 
pressures. Environmentalists 
had claimed that the size of the 
programme would increase the 
dang er of global wanning: 

The news is not good, said 
Mr Kevin of Smith 

New Court, but there is a dan- 
ger of it bring overstated, it’s 
more a change ri mood, than a 
change of heart,” he continued. 

Tarmac bore the brunt of the 
selling and reacted 10 to 218p 
on turnover of 2.4m shares 
white RMC dipped 14 to 600p. 
Alfred McAlpine lost 13 to 
S45p. 

Redland eased 7 to 545p after 


the decision to issue more US 
denominated special preference 
stock. The group planB to place 
privately shares worth (100m 
following the success of the 
$150m issue completed in 
December of last year. Meyer 
International also slipped, clos- 
ing 4 off at 336p, after BZW 
lowered Its forecast of ' current 
year profits from £80m to £75m. 

Kztcat& Aitken Issued a buy 
note for Frederick Cooper but 
the advice went unheeded, toe 
price dosing slightly easier at 
13Lp. “The shares look cheap 
ana we believe should be 
acquired for small company 
funds," said Kitcat. 

■ Other Market statistics, 
including the ET-Actuaries 
share index, London Traded 
Options, and recent issues 
(including the water issue 
stocks) Page 25 
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Latest Share Prices are available on FT Cityline. To obtain your free 
Share Code Booklet ring the FT Cityline help desk on 01-925-2128 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 

Little reaction to Greenspan 


THE DOLLAR did not react 
strongly to US economic news 
yesterday. This included the 
semi-annual Humphrey Hawk- 
ins testimony before a Con- 
gressional committee by Mr 
Alan Greenspan, chairman of 
the Federal Reserve Board. He 
warned that US inflation Is 
currently unpredictable, and in 
danger of accelerating. Mr 
Greenspan stressed that bold- 
ing down the infla tion rate is 
the most important action the 
Fed can take among its various 
responsibilities. 

January US consumer prices 
will be published today, and 
are expected to show an 
annual inflatio n rate of 5.0 per 
rant, against 4.6 per cent in 
December. Economists fear 
that high energy and food 
prices could produce a year- 
on- year inflation rate of 5.6 per 
cent during the first quarter of 
1990, but this will fall back 
later in the year. 

The Federal Open Market 
Committee met yesterday and 
in a report to congress forecast 
that annnal inflation will be 4.0 
to -L5 per cent in the fourth 
quarter and that real gross 
national product will expand 
1.75 to 2.0 per cent by the 
fourth quarter, from the same 
period last year. 

The dollar fell b elow 
DM1.6700, to a low of DM16775, 
but Mr Greenspan's comments 

C IN NEW YORK 


helped lift it hack towards the 
top of the day’s range at the 
London dose. It finished a lit- 
tle weaker on the day at 
DML6745, against DML6770 on 
Monday. The US currency also 
declined to SFrl.4840 from 
SFri.4385 and to FFr5.6875 
from FFr5.5975, bnt rose to 
Y14&35 from Y144.60. Its index 
rose to 67.0 from 66.9. 

The Japanese yen lost 
ground after an official at the 
Bank of Japan said Japan’s 
money supply growth in Janu- 
ary, of a year-on-year 1L5 per 
cent, is too high but file cen- 
tral bank will watch the effects 
of earlier discount rate 
Increases for a little longer. 
This indicated that another 
rate Increase is probably not 
yet on the agenda, in spite of 
the highest money supply 
growth for nearly two years. 

The D-Mark rose to Y86.80 
from Y86J22 against the weaker 
yen, but showed little move- 
ment against European curren- 


cies. The D-Mark fell to 
FFtiL8965 from FFrSJS975 as the 
French franc moved off the 
bottom of the European Mone- 
tary System. At the top of the 
system was the Italian lira, 
hovering round its cross rate 
limit a gainst the weakest ems 
currency, the Belgian franc. 
The D-Mark held steady in the 
EMS and improved to L74L40 
from L741J20 against the lira at 
the London close. 

Mr s Margaret Thatcher, UK 
Prime Minister, made similar 
comments to Mr Greenspan, 
when addressing Parliament. 
She said the present British 
inflation rate of 7.7 per cent is 
too high, and “it remains our 
priority to get it down.” 

Sterling rose 15 points to 
$1.7040 and improved to 
Y247.75 from Y24635, but fell 
to DM2JS525 from DM2XJ558: to 
SFriL5275 from SFriL5350; and 
to FFi9.6925 from FFr9.7000. 
The pound’s index gained 01 to 
90-0. 
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9X15 
9X02 
9098 
9089 


fat 

9145 

DIM 

9X98 

9X38 

9130 

9X29 

9X14 

9X06 


Estimated tgfame 82519 (S365U 
fatal ta's tot 68X04 161041) 


SFr 12S4M S par STr 


S7AKBU8 X POOS 300 


6% WtelAL IMG TOM JAPMCESE GOVT. 

MRO Tldta 18Mb M 1W% 


Latest RM Lew fat 
Mar 04742 04747 04737 0.6703 

Jm 0.6723 D472B 04716 04683 

Sep 06700 04700 04700 04663 

Dec - 04690 - 04655 


329.75 329.90 32020 33120 
33355 333® 332X5 337X5 
33650 397.70 33650 34X30 


dost IWi Low Pret 
Mar 94.40 M.75 9442 9449 

Jm 9427 9145 9385 9435 

Sep 


PfBUIOELFHtt SECTS 
OX25B tab pv£X> 


Esttatal wtax 401 (2141 
Prerfcwdajr's opes laL 1073 0097) 


SSN.cn ptat M 100% 


84^ 


P«e 

Mar 84.91 84.9 

Jan B-15 65 21 

Sep MM B 661 

Dec 86.01 86.09 

Mar 8646 8655 

Jm 8686 86.94 

Sep 8725 8733 

Dec 8754 8746 


Lew 
8449 
85X0 
855 0 
85.97 
8643 
8682 
8723 
8754 


fat 

8191 

85X4 

8556 

8604 

8652 

8692 

8751 

8743 


Strike Cads Pots 

Prta Mm Aar M» Jna Mn Am H» Jaa 

1600 1040 10-40 1040 1040 0.02 63 066 152 

1.625 8.00 BOO 800 800 004 050 1X7 283 

1.650 545 545 5.83 5-94 021 X04 • 192 2.96 

1475 3.40 347 4J12 4XS 073 154 250 ‘ 4X3 

1700 1.72 230 2.75 X91 X73 896 4X3 555 

1725 050 135 175 2.04 352 456 5.75 7X8 

1750 026 071 X06 142 525 14k 740 fX 

Preriflus day's open k£ CaSs 395X89 fata 45X895 UB nrtacM 
Prate daef's aohrne Cte 48866 Pats 37464 (AlleamndeV 


U YEAR U% M7T5MAL FK7C8 MB OUXXF] 


EsL 9M. doc. II9L aet dam) 40326 08700 
fates dM's open hi 154861 QS656) 


tort 

Opea 

96.46 

Gte 

97.48 

■a 

9® 

9M0 

VhW 

1046 


Jane 

9060 

9770 

+030 • 

98X4 

9660 

1042 

28J3S3 

Septtn*er 

9670 

9670 

-082 

9670 

9670 

1040 ’ 

5,525 

Deceanr ... 

Estlmta volume 129666 total Opm Moot 182886 

- 

■ 

mis 



OPIUM OR 11RUE1H FKNC8 MB 0MTV) 


Sin pate af 1N% 



n— 


low 

Pm. 

Uw 

9U9 

9X59 

9X65 

im 

9L51 

9XSB 

9X50 

9X59 

Sq> 

9145 

9X52 

9X44 

9X54 

Dec 

9X25 

9X31 

9L28 

9X33 

Mar 

9X15 

9L20 

9X20 

9X25 

Jm 

9LG2 

9X09 

9LC2 

91X3 

fa 

90.97 

9X04 

9XW 

9189 

Dec 

9088 

9096 

9096 

9X00 


Stefa 

tort 

Crib 

Jam 

fat 

■tart 

Pits 

Jaw 

95 

- 

. 


003 

070 

96 

X53 

254 

m 

0X4 

093 

97 

0.73 

189 

m 

OB 

L2S 

98 

036 

138 

166 

080 

170 

99 

0X0 

181 


163 

225 

IDO 

004 

064 

• 

250 

290 

Open tat 
F&l — Wrf 

179357 94X61 

nlanr 69633 Total fa* tatoot 466302 

5.629 

97.430 

S9.ZU> 


SML 

LU 

• 

515 


i FUTtufsounm 


OL VM. Ok. figs, oat ihmn) 9356 H54M 
Pretas do's epan ML 42360 141004 


Uta 


BM In | 


l«f 100% 


Ota 

88X6 

Dose- 

88.70 

°SR 

bSS 

Lew 

88.60 

YM4 

1130 

88-52 

88-57 

-tOJB 

a&64 

m 46 

1143 

8054 

8056 

+082 

8as 

86.47 

1X44 

8060 

68.68 

♦083 

8868 

8058 

1X32 


7,916 

WZ7 

*55 

573 




vZX 



Mar 

9X22 

91X6 

9X21 

Jm 

9065 

9080 

9059 

9068 

fa 

9036 

9069 

9053 

9062 

Dec 

9056 

9067 

9054 

9064 

Mar 

9068 

9070 

9070 

9079 

J* 

9079 

9085 

9085 

9085 

fa 

9080 

90.95 

9095 

9085 

Dec 

9085 

9095 

9095 

9090 


CAC48rarnES0M7IFl 


Estbaatad tawe 20W5 DZ70 4 
Prate dor's opea htt. 52433 60531) 


Ota 'Ctae 

Mirny ■ • 18138' ' 1817.0 ' 

tort 1H148 18158 

April untn 1826.0 

JPM 

Estimated tame 7643 Total Opa taterast 8 . 0 Z 7 

^35- 

-17.0 

-78 

Mi 

18330 " ' 

183L9 

ntafcn 

la*. 

~W1I0- 

18138 

mien 

flpeatal 

53* 

300 

37 

BASE LENDING RATES 


EEiaimiBaj 

BannptasaflM% 


ABM Bank. 




8^ 


Prat. 

to 

8859 

6854 

8857 

Jw 

8838 

8852 

8035 

88.45 

fa 

8059 

8869 

mg 

8B68 

D« 

88.79 

8887 

8883 

8882 

Estimated Kluae 684 086 ) 






FMEiMnea 


liar 

Jim 

fa 




gaitaed tame 4569 0366) 
fata fa's ppea taL 23749 (22980 


Ixl-ll I 




L7M0 1 



12+ntfc. 

16062 



men HMi uw fa. 
14986 17004 1697a 16868 
Jm 14724 14736 L6710 1.6596 

Sep 14450 14490 16450 14354 


Mn&Goopar— - 

/UtUTfutBat 

AlWIriiBak 

• Itay Anted* 

Asacas Cap tap 

• B&CModBMBai-. 

BterofBarada 

BroBHtaoVraja— 
BteBasofin 

BtenfOms 

BatofWad 

BaksTtafia 

BMktfScoUad 

BanoKBdgeta 

BarcfapfleWt 

Badrot B*k PIC _ 
BrftBkafHtdEte 

• Brau> 
aBte 

• OartatacBtec 

QttakNA 

CByUffltesBad^ 

OtfetakBak 

CooBLBkJXast 


% 

15 OkobArM 

15 Gotts&CD 

15 CftnsPDpBteBk 

15 mvBvkPlC 

15 tacanUMft 

15b EpttrialBtefSe — 

15 EfflttrTwtUd 

15 FMKbl&GsLBak^ 
15 HstttatmdBMkPfc 


15 • Robot FM bo&Co._ 
FrasTiPta.- 


fttertFfawi 

Qntet. 


15 • 

15 HfCBaftpte 

15 •HanteBat 

15 Rapsk^tTmtPic — 
15 ftofiaMe&tafBM. 

15 RtfiflSnKf 

15 C. Boat & Cl 

15 Hoa0biig&9Ritfi 

15 • Leopold Josteh&So>5^ 

15 1*9*8* 

15 IhfcjfiaftLtd 

15 InwmDoagteM. 

15 BUdtedB* 

15 ihnslBattg 

tfatBL^Xinfi — _ 


% 

ns 

15 
15 
15 
15 

15 

S' 

16 
15 

i? 

•• 15 
. 15 
D 

P 

115 
15 
15 
15 
15 
15 
15 
15 

15 tat rate. { Dorad i 
15 HflrtP9!l5i%-15.? 


% 

Ifanteitete 15 

RoramBakUrf 15 

Horwkb Gem. Trast 15 

eB* 1 5h 
• I. 15 
Prated Bank MX — 16 

tatMteffrartee 15V 

Ibpl Uof Sotlnf 15 

R(93i Trait Bat* 15 

• Snifb&WHcsiSas.- 15 

Sfc®triQs5tesd 15 

1S8 15 

• UdMBkflfKN*__ 15 

15 

UtffrTnstSaNrnc 15 

Wete Trust 15 

KteJ^ic Ba^Corp. — 15 


• Habm or Brittt Itodat 
BalAf & Smrftte Hosss 

an 5.9% 



NOTICE TO HOLDERS OF 


Lortmar Telepictures Corporation 

. 6%CoWNtWoS«ilorSuboi3ft wtetf DetenluPte 

due August 18, 2001 





^ asetharatep™*i^intaMfleiinAa«B8nianlwMConvBf«ifltottMriBM 


008594887 of •Mime of SefteCaWfcConvPfgJoEjeeliwiBepWeRrtefretfSodLpwvteB 

tamcSa«M A Common aotdCte tan SOOI pw ■h arw, o f BHC CtMiiirwtoaajrA 

Urinaria 8% Convertible Senior Subonftwari Pakanturaa *» jUmnt n, ZXn Ww 
UtamureJ) wtirefaswd under an jndwituwebtal w of A ugust 18 . 1SW. a satwndid^ a 
nratSupptonMnMfndotquraiMedaof Jantey ii. 1989 
Manhattan Bank; HA„aa Thtaa OMTrute^. *«wtw coranrObte 

oanvaraton -pete* of $8024 per sfwra purfuantio tho tamw of 8ucri Ftret 5opphw«drttal 
Indenture fdned In by WCI. n 

a Secono suppnmentai bMonture date aa oi uwwwfr if. ™ *7. Y. . 

thafBioitaMiwKtete’teantiiia^.JotoBdinbyTlmaWMiitarandWO^teWiprewdaBmrt 

thw Doborduras ana ewer comortbla Wto u “ 


. Coctaoemfon at an affnethn 
oarlaln ienkancaa. at protean bi 


laVta of Meraar 

c onwra lo n price of S85J4 par unit autafuct to afluMroaniln c 
tho Indenture. 

Tte node* b flMan to hoWaia purauant to Sacttona 105, SOB and 1 205 of Mb Sndantum. 
ONadtM«2ia «by ofFataitnrx 1880 at Cufvor CRRCaMainia. • • • 


G RANVI LLE 


SPONSORED SECURITIES 






Cross 

YWd 


Wgb Urn ■ C mmr 

Price 

Gone 

«v(p» 

- % 

P/E ' 

343 

295 Ass. Brit. lad. Onftoary 

340 . 

0 

103 

30 

91 

38 

19 AnatageandHta 

19 

-1 

- 

- 

- 

210 

1« Barton GnayiKFI 

180 

. 0 

. 45 

24 

173 

125 

102' BardooCraapCPrafCSO. 

in • 

0 

6.7 

6.0 

• -i- 

123 


'.. 77 

0 

5.9 

7J 

68 

110 

95 BtertlH Con*. Pnf 

95 

0 

1X0 

1X6 

- 

315 

285 CaGtaOritafa 

313 

0 

-14.7 

4.7 

39 

176 

165 Ca&wpll%tafaf 

170 

d 

14.7 

86 


225 

140 fata Ptc($E3 

210 

0 

7.6 

36 

124 

110 

109 Carte 75% Pnf (SB 

110 

« 

103 

9.4 

. 

75 0X25 *MapmtGpttan-Vbt)Bg4to_ 

0.125 

0 

- 

- 

- 

5 0X25 ■tognetteNoa-VttiagBCmi — 0X25 

0 

- 

- 

- 

130 

« hkfirwni 

95 

-1 

8.0 

04 

34 

145 


•189 

0 

36 

33 

127 

322 

253 MtAfaMOVUtnlSS 

253. . 

. : -2 

. 

. 

- 

158 

98 Albert Jcnktas 

-333 

0 

10.0 

75 

48 

467 

■ma «Mtm 

360 

0 

18.7 

53 

96" 

300 

270 Tbnfer&CarUste 

300 

+1 

93 

XI 

105 

117 

100 Tert94iCaribt«CiwPrtf 

- 104 

0 

10.7 

103 

- 

160 

106 Itebtnt Europe Com faf 

ltd 

0 

93 

58 

. 

395 

320 Vetzrinmy OragCo-PLC— 

320 

-3 

220 

6.9 

9.4 

370 

300 WSWfrtM 

290 

0 

163 

56 

242- 


SecaritlB desfgnatad (SO aad (U9W are datt lataW to the fta and KgMtam of The 
BE. Other aEarMs IbtedabaetMdHdLbsaUKt to thartaofTSA ' 

TImk secaritMs are tfeatt M strtktfr w • mated hugaffl tab. bender GnmfEM & CL 
limited mr tearille Dories United are raaitat oaken la ttwse iemrttfa 
* These secortties ne dealt no a rutricted bate Ftather details anUoble 


CraoviDe fit Go. Lteaad ’ 

77 Maeiaeil Street. London El RAF 
Telephone 01-4881212 
Member of T5A 


Gninville Device limned 
77 Maud Seme, Laodoo El 8AF 
.. Tdepbdnc 0M68 1212 
Member ofThelSE 6c TSA 



MEMBER AFRO 


TIME TO 
BUY 

GOLD? 


CAL futures Ltd 
Windsor House 
50 Victoria Street 
London 
SW1H0NW 
1H: 01-799 2233 
Ftt 01-799 1321 



9-11 fiROSVENOI? CARDENS, LONDON SW1WUBD 
Tel: 01-828 7233 AFBD member 





JOTTER PAD 


CROSSWORD 


No.7,170 Set by FETTLER 


MONEY MARKETS 

London rates ease 


FT LONDON INTERBANK FIXING 


CLLOOaJ*. F&2C8 3 mote US dote 


bid BV 


8V 


6 mate OS Date 


«M BA 


offer 8& 


UK MONEY supply and bank 

l e n d in g figures were generally 

well received on the London 

money market yesterday, but 
were In line with expectations 
and had little impact on Inter- 

est rates. Narrowly daflnwi MO 
money supply rose by the 
expected 03 per cent in Janu- 
ary, while the year-on-year rise 
of 5.6 per cent in Mo also 
caused no great surprise. 
Growth of £5£bn in bank and 

bnilding society lending (M4) 


UK charing bank base tenfiag rate 

15 per cant 
from October 5 


in January was wen below the 
December rise of £l0^bn, but 

was in line with forecasts. 

Three-month interbank eased 
to 15£rl5£ from 15ft-15% per 
cent 

Short sterling futures on 
LifFe have already discounted 
much of the potential 
weakness in the UK economy, 
and despite opening lower at 

85.12 for June delivery, rallied 

to finish around the middle of 

the day’s, at 85.15, against 85.14 

on Monday. 

Day-to-day credit remained 
tight on the cash market The 
Bank of England forecast a 
shortage of £l,300m and 
provided help of £1 ,223m. 

In an early round of 
assistance the authorities 
bought £3l6m hills, including 


outright purchases of S66m 
band 2 bank bins at 14% per 
cent At the same time £25Gm 

bills were bought for resale to 

the market on February 26, at 

148 Per cent 

Before lunch another £127m 
bills were purchased outright 

by way of £lm hank bills in 

band 1 at 14% per cent; £lm 

Treasury bills in band 2 at 14% 
per cent and £125m bank bills 
in hand 2 at' 14% D6T cent 
In the afternoon the Bank of 
England completed its help fin: 
the market by purchasing a 
farther £780m bills outright, 
via £641m bank bills in band 1 

at 14% per cent; £41m Treasury 

bills in band 2 at 14% per cent; 

and £S8m hank bills in band 2 

at 14% per cent 

Bills maturing in official 

hands, repayment of late 
assistance and a take-up of 

Treasury bills drained £735m, 
with Exchequer transactions 
absorbing £435m, and bank 

balances below target £210m. 

These outweighed a fall in the 
note circulation adding £7Um 
to liquidity. 

In Frankfurt call money, 
eased to 7.65 from 7.70 per cent 

Comfortable conditions led to 

suggestions that the 
Bundesbank might allocate 
less than the DMl9.5bn 
required to replace an expiring 
securities repurchase 
agreement at this week's 
tender. A 28-day pact has been 
offered to the market 
variable bid rates. 


Tie fteftra ms vr the aMnwfic racras rata to tie raarat oaMbueH*. af the Mart offend atm for SlOm 

SttStBte mtet lv ftoe icteaw bta a 1X00 u. errata 4a». Tly tato ; m teeoi Wcftntasur 


MONEY RATES 


NEW YQRK 

(Lunchtime) 


Prime rate 

Bntarlmnto 
Ferf.fi 


Treasury Bills and Bonds 


Fed. foods 3t 
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LONDON MONEY RATES 


FC6 20 


tnurtwik Offer 

Interbank BM — — — 

Starting CU. 

Loeal ArttaHty Daps. ... 
Local Antborin Bonds .. 
Discount Mfct Dens. — 

Company Deposits 

Finance Hoose Deposits 
Tram Bills (BW> — - 

. Bank Mlb (Bin) 

Fine Trade Bills (M .. 

Dollar CDS. 

SDR Unked Dep. Offer. 
5DR Linked Dep-BM... 
ECU Linked Dep- Offer. 
ECU LMraf Dtp. BM ... 


»ra*l JrtS 


16 

W* 

in 

15% 


15 

14* 

in 


One ' 
Monti)' 


a it 

‘S 

U 

ae 

9 
8 
U 
10 


Three SU 
Month* Months 


13*1 


154 

154 


14 

14 

8 

Va 


0*e 

Year 


on; Bank BllbbalU: 


AKraoe trader sue tf 

idaytawafyJl ,1990 
Sctem* II 


at 


Treasun Bills (sell): one-nwolh 14H l. . 

dtateM.^i^. ^DFlw d Rate SteriiM&port HngoeJWta op day. 

days notice 4 per cent. Certificates of Ta* Drpotjt Gfilo 8>; fa pos** X I PP.OOO oeer held 
trader one month Uh ta mnt. one-t fae mote s 13 per asx i hre^ir moptfa IX pv ceoc 
^tn-nlne rnaaths 13 per.cent: BUe-wrehm months 13 percent.- Unoer £100,000 II ig percent frma 
Oct 9X989 . Deposits with d rawn for cadi S per cent 


EUROPEAN OFFSHORE 
FINANCIAL CENTRES 


The Financial Times proposes to publish this 
survey on: 

29th March 1990 

For a full editorial synopsis and advertisement 
details, please contact* 

Henry Krzymnski or Gillian King 
on 01-873 3000 

or write to her/him.at: 

Number One 
Southwark Bridge . 

London 
SE1 9HL 


FIN^CIALTIMK I 
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ACROSS . 

1 A good apart has account in 
bookies' enclosure (6) 

4 And one chap worked to 
slow down tester runners 
<8> 

9 Firm, wbere nags are in evi- 
dence (Q 

10 Decrepit, mangy hack 
- caught out at a horsy 
event (8) 

U Record, often broken at 
start and finish of race (4) 
18 Won or worn! Runners see 
no difference (5) 

14 On reflection, she’s mad (4) 
17 Using commercial data; bet- 
tera recost income (12) 

20 Fine to stop a steeplechase 

(5-2-5) 

28 Chances of winning are 
somewhat scrappy (4) 

84 When back-marker's In 
front, racing tipsters 
become fiat (5) 

25 Revolutionary horse’s pace 
(4) 

28 As racegoer is, speculative 
it proves (B) 

29 Electric ray, for example, 
takes in the Winning post 

- ( 6 ) 

SO False start; is one finis a 

critic?® 

31 Lays off where riders some* 

- times fall off (6) 

DOWN 

1 Sports set store by what 

winners sport <jg) 

2 Grand National winner® 

3 Newmarket’s leader — in 
way of a coarse (4) 


5 Such a. trip ram Wij 
riders In the air (1,7,4 

6 Ditch in ground, I 1 
over (4) 

7 Ascot stock? (6) 

8 Located in the first tfr 
four (6) 

11 Courses, such as Yc 

Aintree (12) 

15 Bow runners goi L0» 
work (5) 

M How runners go, we 

„ perhaps? (5) 

18 Entering pie racing! 
_ dropped cut ®) 

19 Runners can pick up 
saddlers drop (8) 

a Produced by 14 and 27 1 

22 Leaders of race obs 
entering opening: 1 
Skilful! (6) 

>6 Blaze identifies top 
racer (4) 

27 ?*. fither, is often 
lh retir ement ( 4 ) 

Solution to Puzzle No.7 
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Mm M Hgh Im CtoaaCtmg 

TORONTO 

4pm prices February 20 

OtmbKm m canto unlaw marMd 1 . 
30GOSAMCAM «V BBS 400+ S 

Sn«WMPr *18% 19 IS - k 

38810 AfpacoE *13 1. 12 12 + k 

148211 Aim En MS 18k 18k- k 
24 Anna n *ra% »8 % w% 

10*004 Aten (23k 23k 23k- k 
TOO Algo Cant SIS IS IS + % 

825660 A liMrrick £M% 29k 29% - % . 

1800 Atco it 19% ok *% 

157034 BCE feie JO k 48k 43k- k 

81600 BCE O 47 40 47+ t 

12870 BCE MOM KMk 22k 22k -2 
USD BC Sooor A »IS% 15k 15k 
7075 BOH A Silk Ilk Ilk - k 

102* BP Canada S21k 21k 21k- k 
360187 Bk Hand (28% 28 k 2Bk- k 
22SSOO Bk M3ctt SMk Mk 14k- k 
200 Baton Sink wi w% 
KGOOMmonri 03 62 03- 1 

3072 Bomb* A S10k «k Wk - k 
101920 Bomb* B SlSk 16 IS - k 

27033 Bow IMy S14 19% wy~ k 

1700 BratraOM ST8% 17k 17k -Ik 
99912 Bcaecan A KMk 24k 21k- k 
28245 BrKwanr 192 t8B 190 
10035 BC Phono VIS 17k 17% 

2600 Brunov IW| 18% 16k- k 

ustBruiM* S8\ ok ok 

61878 CAE S73, 7k 7k— k 

91600 CCLBf 10k 9k «k“k 
100 CFCF 


S13k Wk 13k- % 
518% IBk 18% + \ 
*S0k aok 30k- k 


8700 Camp Rm *as m ms 

850 Camp Soup *20% 20k »%- k 
49098 Croteau I 270 288 270 + 2 

1600 C Nor West 300 388 389- S 

29380 C PaGfcn S16k 19k 16k 
18230 C Etpnal 80 80 80 

2781780 Bk Com 528% 26k 28k - k 

3200C lAusont 3l2k 11% 11%- % 
1500 C Oodantol 119% 19% W% + % 
1850 CP Fernet 839 34k 33 

187718 CP LU S29k 2*k Mk - k 

8B0C1 CTIre At *22% 21% 21%- % 
6120 CUW A I StOk 19 19 - k 

5430 CUtO B 519k »k 19% - k 

TB4B3 Cefiemm o 310 300 300- 10 

6900 CeneoiA I 405 485 486 

19108 Cantor S28% 26k 28% - k 
no Cannon A 512% 12 k H%- k 

400 Cve 918% «% W%- k 

6800 Cora A f Sisk 19k Wk 
«S3UCoreM 52Sk 29% 23% 
ISOOCascadea 440 440 440- 5 

700 Cetane** 129 28 28 +% 

1166 Can Casual *11 It 11 
12450 CanCap A Jsk Bk 0k- k 

000 CantFd A «8% 8% 8% + % 

2000 C Guar Tie * W 10 to 
12200 Charm 95 85 W- 2 

SOOCMaflan 528k 25k 2Sk+ k 
100 CHUM Bt 822% 22% 22% 

23700 Cbwpta 37% 7% 7%- % 

BOO Co Steal i 518% 18 18 


4MB0 Tleauram SOI 88 88 -2k 

18322 Beara Can *11% 11% 11%- % 

28200 StawC B ( 510% 0% 10 - % 

6421 SIMM Can 541k 40% 41 
8200Sharm 68% 8% 8% 

isnsjoo 5to io to 

T78W Sootham SB 28% 29%-% 

14300 Soar Mro F 8Wk 10k 10k- % 
78440 SntM A 320% 20% 30%- % 
10404 ICC Ba* 511% 11% 11%- % 

380630 TMkBf 524% 24% 34%+ k 
iSUTonbeoA S9% 9% 0% 

130221 ThomCor 510k 14% 16 - % 
398074 Tor Dm Bk 517% 17% 17% - % 

8490 Tor Sun *28 24% 24k - k 

2048Toratar B f 580 28k 29%-% 

27500 TOM) Pat 03% 82% 32%- % 
5S237 TmAta U 513% Wk 13% 

66680 TrCan PL 31 7k 17% 17k- k 
10475 Triton A 119% IB 19 - % 
48898 Trimao *7% 7% 7%- k 

4300 Triao At 322% 22% 22%- % 
100UAPA 518% 18% IBk- k 
tZTiO Untaorp a 420 4ia 41&- 10 

144000 UnigaeoB t 400 385 380- 10 

10801 U Entpriaa 112 11% 11% 

376 Un Carp 133% 32% 32% 

146070 Verily C 300 305 385- IS 

4900 Viceroy R 450 440 440 + 5 

23SO VkMMre I *14% Mk 14k 
2025 MIC B I 812% 12% 12%- % 
taOOWBtnA 510% 10% W% 

600 Weuwood 515% 15% 15% 

2000 HM Fmaar 51 Bk 10% 10% 

2800 Wcoaal E 821% Z1 21 - % 
2400 iwaa tmi n SB 8 8 

2101 Waeton *30% 38% 38% - % 

WWWoodwd A 220 220 ZZ0- TO 

I— Ne wring righto or matrfclad voting 
righto. 


MONTREAL 

4pm prices February 20 


11200 BambntrA SWk 

3420D BombfdrB 515% 

3300 Cambtar 519% 

6130 Caacadaa 304% 

1S3B0 DarnTMA 514 

18200 Mametae 300% 

Z9Z7 KmBk Cda 570% 

5782 Novara 512% 

13800 Power Cup SiSk 

BKProvlgn £30% 

1200 QuatMCr A 312 

54QOnebacr B 511k 

1700 Vkfeotron 614% 

Total Saha 7.11CU9B aharsa. 


15% 16k- k 
15k »k- k 
13% 18% 

04% 04% 

14 14 

aa±t 

3 a- % 

00% 08% 

12 12 
nk Ilk 
Mk Mk 



fMetriab 

259685 263559 2649J5 262432 

Hob* Boots 

9109 9146 

9155 

9135 

Tamm 

1067.92 1079 JO 108126 108321 

nwua 

218 .56 22127 

2ZL96 

MM 


STANDARD AND POOR’S - 


Computet 


2 BJ3 28-M 2853 2005 


HVS£ Caqxote 18137 183.75 184.70 15021 
tew HM. Vstae 35488 358.77 35980 3SBJ8 
KflSOAQ CDnvoritt 42383 429.01 429.61 426J6 


S & P Mould die. yUd 
SAP ML P/EnUo 


0/1/90 onm l of . wo 


tout's HI* 261U4 12669 37) Low 257935 (262165) 


AUSTRALIA 
AD Ontario Q3/8Q 
WMMaOggm 

Austria "" 

OtAJUdJoi 00/12/80 


Urit* Garni 09757 


65087 66328 65526 63435 66328<Mf2f9n I ZLUQniN 


680528(26)9/89) 


3H JJBQW9B 


815308/4/80 58H8 CQ/U/80 



W10/89) 01/10/72) 


y—rwflo (wppron.) 

3 .63 

yaar ago (appro*.) 


NEW YORK ACTIVE STOCKS 

SiDdB Closing Change 
Tuesday . traded price on day 


Ct ■ Mnn 1042.400 65% + 1% 

Gee Dm. L8».000 60% - 1% 

PWDp Morris XHXS200 37% - % 

TesiUML 1.739 JOB 34% - % 

B*ok ten Eag 1^07300 4% - % 
AT&T 1,465.700 39 - % 

GrawUiH 1.444.400 12% - % 

IBM UU600 102% - % 

UOLTctaom M85300 31% - 1% 


dotal llmfnt U76.AJ0 5% - k 


TRADING ACTIVITY 

t Voluma . MBItanw 

Fob 20 Feb 16 Fwb 15 

■ear Wok M7JQ0 166A4Q 174JOT 

ten 1L688 12317 1U97 

NASDAQ 00 120220 152376 

taeTMal 1.967 1,934 3.953. 

HB 320 762 899 

FA 1267 727 564 

(Maori 380 445 488 

NtwHUta 13 32 32 

tew Inns 84 41 61 



80 19 18 IS HIGH LOW 

298L50 3037.47 3029.97 3017.93 391920/9/89) 2999.4802/2/99 

369225 373426 373L68 3732.74 40378(6/10/89) 33605 16/l/B« 


Baaca Cam. BM. 0972) 


JAPAN 

muoiom 

Ti*iaSEntaWWlJ60 
2ta StcUm Wl/68) 
MALAYSIA 
«5E6amariltWWB 
NETHEBUUMDB 

C8S TtLBuiGcsJEal HB9 
CBS m SBt (Eta 1983) 
NORWAY 

aaoSEohm 

PMLWPKS 

ifcaiii om on/ss 
mowow 
SES All-SUrPWg OWR8 
SOUTH AFRICA 
JSEUd(2B/9/7B 
J5E WdgBlal C28/9/7B) 
SOUTH KOREA- 
Kona Coen Sc H/1/8B 

MWMSE0QB2MB 

Jatobui & P. 01/12/56) 


Swlw Bank tad. 01/12/58} 


TAIWAN— 

WWMWaOllWfl 

1HNUM) 

Ban^nk SET 00/4/79 


2533 250.9 

1943 1923 

B1&.4I 79833 

UMOJB 1034.48 

44017 4M57 

19420 19470 

38730 30760 


HiflOWW 



467J7QOWB 


80462 


30007 


7780 


1227194 1179205 1165930 1202618 
84161 0898 0490 88230 


5402 5C5 5412 1 5710(4/1/90 


Bmsseb SE. tSEQ OieraU mi DAX - 1000. J5E fioM - 2517, JSE 
tad MUas -590; (d Qcstd. (a) UnMNlafaie. 


TOKYO - Most Active Stocks 

Tuesday February 20 1990 


8 Mb Oostna Chans# SMcks Ckahg Changa 

Traded Prices on day Traded Pricaa on day 

Wppon steal OMn 099 -a SkanttmoMtld- 4*n ms -11 

Tattan Conatr _ 8.7m 1.B40 -30 HHacW - 4.1m 1420 0 

Un 1.SBO +80 K0t» Sinai 40m 742 -18 

49m 769 -12 Tototau Kosyo __ aflm 1240 +50 

45m 1RB0 -30 Sankyo Alranm _ 32m 1270 0 


Travelling by air on business? 

Enjoy reading tout compCiaemary copy of the Financial Tunes when 


yoa are travelling on scheduled flights 

...AMSTERDAM 

with British Ainrawt. British Midland. 
KLM, Lu fth a n sa. Pab-Am. SAS. Sing 
International. Transavia 


b M i d l and . C au w fitn Pacific Air, Fi nnufr , 
SAS, Singapore Aidracs, Thai Airways 


. . . ROTTERDAM 

withNLM 


FINANCIAL TIMES 

IWMJN I •UVHIIUHWIMW 


t Keep the world 

in focus. 

For many executives that could be a daunting 
ere it not for the Financial Times. The FT has breadth 
h of vision, an eye for events that are often in shadow and 
the ability to provide sharply detailed analyses. In short- it keeps track 
of a global economy that’s in constant motion. 

To order call 1-800-344-U44. In Canada 1-800-5434007. 

FINANCIAL TIMES 

14 East 60th Street • New York, NY 10022 USA 
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NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


HI 

Mgft In* Stock 


Of g« 


Dfe YM.E lOMttgli lorn Quota Cioe* 
- A-A-A - 


37% 84% AAR At 14181201 31% N% »>%“ % 
0% 8% ACM A 138 M, 2*3 0% 0% 8t- % 

BBS 71% II II 
330 ak a a - % 
*80 n% ii% ii%+ >1 
11. 1493 11% M% 11 

11. 883 9% 0% 

Jffl U4 19V «t 

£7 a 412 3 % 

8 845 3b 

12. *7 17V 

8 X98 68% 

28 3% 

ASA 3b 5-1 2418 80 

90%AlnLablN 22173189 66% 

11%AMMIgJ0 8* «*» -« , 

8% AmeC N 4410 194 9% 8% 9%+ % 


. 8% ACM A 128 M, 
11% 10% ACMD US ft. 
9% a ACM M nun CL 
12% 11% ACM4M 
11% 10 ACM Sc 1.26 
9% a% ACMSp 1-01 
19% 11% ALL* .» 

4% 3% AMCA .12a 
6% 3% AM Ml 
23% 18% AM In pt 2 
107% 52% AMR 


5b 3%JUW 
72% 38 
7ffl% S ' 

17% 1 


0 % 

19t + % 

3% 3b- % 

3% 3%+ % 

17 17 - % 

«%»%-% 
3% 3% 

68 % 68 %+ % 
64% 64%-1 
12% IgjJ 

34 12 2 6 S 84% 

20 463 32% 31% 32 - % 
13. 143 15% 15% 15% 

271 13% 13 13%+ % 

8.7 23 19 18% W%- % 

11. 131 21% 21% 21% , 

61S29 7% 7% 7%- % 

Itt 153 30% Z9% 89%“ % 
£8 8 311 5% 3% 5% + % 

34 91370 31% 30% 60%- % 
22 387 10% 10% 10% 

4.7 10 1701 18% 18% 18% - % 

44 2% Z% 2% “ % 

3.012 402 43% 44% 44% - % 
IJ 13 109 40 % 40 40% 4 % 

„ . 18 38 17 18% 17 4 % 

20% 18% AMIoan 240 12. 10 30 >9% 19% 10%“ % 

10% 8h AlaP dpLSf BlI 31 0% 0% 0% 

01 80% AlaP pl 8N 04 *50 88 88 88 +1 

— - “ S 0 BS7 22% 22% H% + % 

2.1 10 1001 17 18% 18% - % 

J 10 119 43% 43% 43%-% 
13 15 128 34% 34% 34%+ % 

IJ TO 1094 31% SO% 51%4 % 
EJ 51GS5 19% 19% 19%- % 
2811 223 30% 30% 30% - % 
48 17 494 38% 25% 25% -1% 

25 47 47% <4*7 47%- % 

103% 80% AJfupCp 1.631 20 W 88 8* 83% 83% -1 

1% %>8ASw 120 HI % %-VW 

A 5-32 vJAIgl pr 482 % % jl-l-W 

41% 32% AlgLud 1-20 3.1 8 47 38% 38% 38%- % 

42% 3S%AI1gPw£TO 7211 249 40 % 39% 40 - % 

n{ 9 AllanG 18 38 12 11% 12 + % 

25% 12% Align n .12a JS 574 14% 14% 14% 4 % 

18% 11% AlnCaa 1.60a 10.17 160 15% 15% 15%-% 
25% 22% AJfah pll.QSa 43 80 23% 20% 23% - % 


9% « ’ AcmoE 30. 
38% 27 Acnsa 
18% 12% AdeEx 2-OOe 
15% 7% Adobe 

20% 10% Adob pl 1-54 
21% 19% Adob pf 240 
10% 8% AMO 

36 29% AMO pf 3 

19% 6 A6WS1 .18 

82% 48% AetnU 2.18 
14 9% AflVb 3* 

25 16% jUunano 30 

3% 2 Alton 
50% 40 A*Prd 122 
42 22% AJrbFtl -90 

26% 15% Alrgas 


. AlaP pl £26 
19% AJakAIr X 
23% 19% A4myfn X 
53% 32% Albano 40 
41% 27% AlbCUA 40 
80% 38%AIWsn 80 
25% 19% Alcan a 1.12 
36% 25%AlcaSU M 
34 23% AtaAh I 

71% 47% Atoxdr 


27% 8% ABdftJ 

40% 81% AkJSgrt 180 
>01 W AJSJMu ,78a 
10% 9% AMM1 .73a 
11% 9% AM 10 Mb 
10% 0% AM 102 lUn 

10 8% AAU03 n-60 

u • AlaMP nJOa 
41% W%A1TH.Sl.28 
79% 57% Alcoa TJDa 
20% 10% AnoxG JOB 
29% 20% Ante* N 


8 110 


6% 8% - % 


32 10 2375 35 34% 34% - % 


345 10% 10% 10 V _ 
1019 9% 9% 9% + % 

197 W% 10% 

180 9% 

380 8% 

887 9% 9% 9% 


10 % 10 % - % 
a 2% 


42 M 572 37% 32 32% - % 

28 63380 62% 81% 82 - % 
18% - — 


434 618 18% 18% 10%+ % 


8% 8% SJ 

50% 50 50% - 


__ 34 62E6S 23% 22% 23% 

44% 39% Amox p* 3 7 2 1 41% 41% 41%+ % 

18% 7% AmBaa X 2.1 35370 0% 0% 9% + 1% 

13% io% Amcset 48 47 12 10 w% 10% ttb - % 

15% 3% Amdnra 5 338 4% 4% 4%- % 

27% 6% Amdu pf135 21 21 81 8% 8%+ % 

61% 33% AmKss JO 13 06072 50% 48% 50%+ % 

20 B% ABart* a 08 3278 13% 18% 18% +1% 

3t\ 62% AmBmd £72 *2 10 158154% 63% «%~l 

30% 2B% ABrd pC.75 ft8 7 29% 28% 38% - % 

163% 126% A Brl pC.87 2.1 3 130 IN IN -2% 

38% 28% ABIdM 3 2 £3 17 82 38 37% 37%- % 

27 19% AHuoP a ea 19 12 56 22% 22% 22%-% 

21% tf%ACaped2o*e 12. n 17% 17% i7%+ % 

22% 19% ACapOv £316 12. «8 20% 20 20 — % 

9% 8% ACspU 1.10 11 

11% 8% ACMR JO 66 

6®% 47 ACyan 125 
33% 25% ASP* 240 
39% 28% AmEm -32 
22% 14% AFamly -32 
35% 28% AGnCp IN 
0% 7% AaiG* J4a 
10% 0% AGO* 1.06a 
10% 9% AGTT IN 
24 18% AHHPr £32 

32% 26% AHatll IN 
110% 84%AMoma4J0 
68% «9% Amrtdi 116 
112 89% AlnIGr 48 

25% 3% AMI 

10% 8% AOtF a 1 

40% 22% AProed JO 
18 1D% AHEM 2 

9% 5% AmRNsiJS 

W% 4% ASS JO 
19% 8% A5B pf 1 J1 
5% 2 ASMp 
72% S3 AmStor 1 
47 29% ATAT IN 

21% 16% AmWIr JO 
15 5% Anitas 0c 

49% 33%Afnaron 1.29 
20 5% AmvOp .10 

15% 12 Aowtok J4 
It 9% AraovSc 1JS 
56% 34% Amoco 2JM 
49% 40 AMP 1-36 
15% 8% Ampco JO 

0% 8% Amre M 

1% 6% Anrep 

29% 22% AmSh 140 
7% 2% Amcnp 
38% 24% Anadrfc JO 
12% 7 Analog 
31% 22% AngaRc JO 


27 M 2512 50% S0~ 60%-% 

11 91701 30% 29% 28% — % 

13 10 1S4S9X <03% 25% — % 
11 18 2008 15% 16 15% - % 

18 32455 28% 20% 28%-% 
11. 138 7% 7% 7% 

11. 08 9% 9% 9% 

flj 95 10% 10% 10% 

11. 12 388 21 20% 20% — % 

17 13 11 32% 32% 32% — % 

4J U 1470101% 99% 100%-]% 
17 12 3148 55% 54% 55% — % 

J 121838 85% 04% 94% -1% 
738 3< 3% 3-% — % 

9% 91 ■" 


■* n ,-i 


a 


11 58 

15 784 24 23% 23% 

17. 7 22 11% 11% 11% 

21 2 144 6 6% 8 

H 209 *% d 4% 

21 127 7% 7% 

52 2% 2% . . 

18 23 t9B 58 55 % 65% -1% 

11 181465039% 38% 39 - % 
4.8 11 70 17% T7% 17%-% 
0OBB 
2713 43 47 48% 47 - % 

1J 2507 6% d 5% S%— % 

54 U 859 12% 811% 11%- % 
KL 1222 10% 10‘ "" 

17 M 8331 

23 M 2230 48% 48 
10 294 10 9% 

U 203 1 8% 

73 31 7% 7% 7% 

8.1 9 194 23% 22% 22% 
173S29 3% 3% 3%— % 

0 38 848 33% 32% 33 - % 

20 834 8% 8 8 - % 

20 14 85 2B% 27% ZB%+ % 



32% Anbaus J8 16 13 0910 *. 34% 35 -1 


14 388 20% 18% 3D%+ % 

10 9 89 14% 14% 14% — % 

3711 274 37% 37% 37% - % 
17 25 ION 18% 18% 18%- % 
70 2N 11% 11% 11%+ % 

1.1 7 218 82% 32 32 - % 

387 9 8% 8% - % 

0114731 19% 19% 19% - % 

7J3 9 832 36 36% 35%- % 

10 189 8% B% 8% + % 

3011 15099 28% 28% 26%- % 
1314 21% 27 21 — % 

45 *222324 23% 24 

65 *221 40% 46% 48% 

4.1 51329 9% 9% B%- % 

94 3 22% 22% 22%+ % 

11 0 2U 34% 33% 34 - % 

» 4 3% * - % 

UL 8 1D% IQti 

SB W% 10% " 

44 22 870 15% 14% 

50 82555 27% 27 27%- % 

1012 06 17% 17 T7%- % 

20 R 717 N 38% 35% — % 

1.0 233 17% 17% 17% 


S 8% A nOma 

13% Anamy 1446 
43% 26% Aon cp 1.40 
18% 8% ApodM JB 

12% 10% Apex n Ol 
»% 30%AppBc J9a 
14 7% AppMfl 

23% M% Archil a .10 
40% a%Aic»Cll2ja 
13% 6% ArcAbk 

27% 17% ArlaHC 9 1 
23% 19% MGx a 
27% 20 Artta 158 
51 40% AfMa pf 3 

13% 9% Armco 40 

24% 21% Arms pC.10 
S0 ? * 31% ArmW IJS 
8% 3% ArawE 

14% 8% ArsE ptl M 
35% 9 Artra 
28% 13% Araln 59 
35% 28%Aaam> 1J0 
17% 12% AsCoaf JZ 
43 33% AaftOH 1 

22% 7% AalaPc ,18a 

M% 5% AaeMov IJOa 29. 8 192 7% 7% 7%- % 


* - *1 
10 % 

3; i 


21% 0 AadNG 

’*! AtalSoa JOa 
t AOihi a 1 


39% 32% ABEnrg £88 
118% 83% AdRicJi S 
273% 201% AORo pCJO 
W% 36% Allas a 
18% 14% ATMOS 1.™ 
7% 3 AndVd 
16% 11% AngM 40 
35% 33%AuaM1J0 
34% 10% Austr a J7a 
80% 35% MoOt JO 
27% 20% AVMOQ .40 
N% 21 Avery 58 
32% 20% Avne* JO 
41 % 2i Avan 1 
33% 22% Akm pf 2 
21% 13% Aydln 


308 20 19% 20 

7 30 4 3% 3%- % 

5 43 12% 12% 12% — % 

13 335 28 27% 27% 


7J10 W7 87 % 37 37 - 

«4% 


44 12 2435 1M% 114% 114%- t 
10 4 0274 273% 273%- % 

17 51 17% f7 f7% 

6l4 29 *42 18% 17% 18%+ % 
12 4 3% 4 

3414 370 12% 11% 11%- % 

3514 2 34% 34% 34% - % 

4 W7 10% 18% 18% -1 

U 19 4307 60% 60% 50% - % 

1J 18 1 24% 24% 24%- % 

25 16 496 29% 28% 35% - % 

2.1 17 48S 29% 28% 29% - % 

3J 15 2816 80% 30% - % 

7J 477 29% 25% 25%- % 

IS 6J 8 2*3 14% 14% 14% — % 

- B-8-B- 
30% BCE o 152 13 1118 38% 38 30% 

15% BET JOa U10 6 10% 16% 10% 

8% BMC 8 97 7% 6% 7% 

26% BP Pr 01.890 6J 1121 30% 29% 30 

27% BRE 140 85 7 10 28 Z7% 28 

10% BBT 124a 22. 5 330 10%d10% 10% - % 

14% BalnKO 1- 85 25 78 16% 15% 16% 



34% »% Ball 112 35 20 2B9 29% 28% 28%- % 
29% 10%Banyltf JO 19121723 11. 10% 10% - % 


16% 10% 

34% 28% BaOGE 110 


10% 10? 

85 8 208 11% 10% 11 
8510027 31% JI 31 - % 


33% 21% BncOrm 1J4b 3512181229% 3% 2B%- % 
- 8JT7B 40 7% 6% 7% 


44 


O 85. , 

22% 19% B«cw J8a 18 8 1 20% 30% 20%- % 

69% 48% BnSanl 1.18a 16 II 51 46% d46 46 -1% 

ll-» % BanTw 440 7-32 3-18 7-32+1-84 

»% 68% Bandog 1 1J 15 48 79% 79% 79%-% 

30% 13% BkBoM 1 J4 8010 4400 15% 15% 15%- % 

39% S9% BM p(A342a 11. 26 N% 30% 30% - % 

70% 60 BkB pica05a 11 *£0052 59 62+% 

24% 2% BWC 15073 4% 4% 4%- % 

56 34% BW4Y 112 87137 19*7 37% 38% 38% - % 

38% 34% BMV adASJSa 9.7 2 84% 34% 34% + % 

38% a%BnkAni 1 35 78270 27% 27% 27% - % 

38% 34% BkA pS40s U 207 N% 35% 36% - % 

85% 57%BkApl 0a OJ 77 81 80% 00%+ % 

6% 4% BkA pl 123 78 4% 4% 4%-% 

5B% 36% BankTr 2J3 8J Z1W 90% 30 X -1 

17% 9 Banner a 978 11% 11 11 - % 

39% 26% Barclay IJOa 4-7 6 0 38 a 88+% 

26% 34 BarB prime 05 168 2E% 24% 24% - % 

26% 23% BaiS pnjle 8.1 79 »% 24% 24% 

36% 15% Bard .40 2J13 3S7 18% 77 17%-f% 

65.13 44 26% B% 25^ 


Samoa 1 JO 3-7 6 595 32 


38% 25% BamCp 1J0 
40 N% Samoa 1 - 
13% 5% Barald JO 

17% 10 8m n 
19 13 BaflM .10 

68% 45% Bauach 1.1B 
20% 18% Baxnr 58 
40 S B4*pfA15«B 

78% 02% Bax MB3J0 
14 % vflJayfTn 

22% 16% BeysG alH 
17 11% BaarJi 56b 

32% 21% Smug 4 54 
16% 8% 




6.4 a 51 w 
45 7 743 12^ 
2J 10 83 a\ 
51a lllffi ^ 
1J10 818 15% 
1J 14 941 39% 
12 9 12 29% 
SJffSStt 88% 
1417 81 


48% BactOk us 
36% BafekiH 54 
114% 72% BeOAfl 440 

17% 13% BaUInd 40 .. ... 

60% 40%BallSo 252 45 144826 SZ% 

41 34% BCfaAH 44 1JN 64 33% 

27% 24 Banda .72 

58% 42% BerfCp 120 

29% 23% Bonef pG50 

3% 1% Bug© a JS 
14% 12% Boiwai n 

% 3-128 vfBarkey 
14180 SortkHa 


17% 18 Bartfap 
18% 12 B*ryPlLGBi 
10 % 6 % ~ 

27 15% i 

64% 46% BPiSt pf 
»% 5B*lf / 

10 3% Bavrly 

N% 9% Blocfl .10a 
20% 15 BBSO SO 
24% 14% BtackO .40 
29% 26 SStHCp 154 

9% B% Bflwtn 1JS 

11 8% BOafT 55 

37% 28% BWkHH U8 
21% id% BfckE o 
10% 13%BhieArJ4* 
8% 6% BhwCnp 79a 

8* 40% Bosmq ii jo 

« 35% BokMC 152 


% 


Bond 


15 S3 1235 13% 12% 13%- % 

2836 18% 18% 16% 

5422580 18% 16% 10%+ % 

11 14 992 64% 54 64 -1% 

13 16 3383 34% 23% 23% - % 
9J 13 39% 38% 39% 

45 9 73% 72% 72%-1% 

71 1% 1 1 - % 

«% «%- % 
«*% 25% + % 

9% 9%- % 

M 18%- % 

»% »%- % 
88% X%-S% 

si 

1JN M 33% 34% 34% - % 
1516 237 29% 2fi% 28% - % 
45 10 99 47% 47% 47% - % 
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WORLD STOCK MARKETS 
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AMERICA 


EUROPE 


Interest rate worries and US slide reinforces gloo: 
inflation fears hit Dow 


caused by bonds 


Wall Street 


NERVOUSNESS about higher 
interest rates overseas and 
worries about today's January 
consumer price report, con- 
spired to push equities broadly 
lower on Wall Street yester- 
day mites Karen Zagor in New 
York. 

The Dow Jones Industrial 
Average closed down 38.74 
to2^908S. Volume on the New 
York Stock Exchange was 
moderate, with 147.3m shares 
changing bands. The decline 
on the New York Stock 
Exchange was broadly-based, 
with declining issues outnum- 
bering advancing ones by 1^85 
to 321. 

Among broader market indi- 
ces, the Standard & Poor’s 500 
dropped 4.73 at 327.99, the 
NYSE was off 288 at 181.37 and 
die American Exchange Com- 
posite was down 089 at 35488. 

Weakness in the Japanese 
and West German bnwd mar- 
kets was died as the early rea- 
son for the fell in US equities, 
with the Dow falling 25.01 by 
10am. Futures-related sea pro- 
grammes also put pressure on 
US stocks. 

Similarly, the debt market 
was affected by the higher 
yields in overseas markets. In 
late trading, the Treasury's 
bellwether 30-year-bond was 
down l %. The long bond's 
yield of 885 per cent was its 
highest of 1990. 


fit the stock market, sell pro- 
grammes stemming from 
stock-index arbitrage hit the 
market about five minutes into 
the session, when index 
futures tell into a discount 

again at frri ln qq , 

The stock market was also 
hurt by tears that January’s 
Consumer Price Index would 
be higher than initially expec- 
ted. Mr Alan Greenspan, chair- 
man of the Federal Reserve, 
said the index would probably 
show a sizable jump in energy 
and food prices thanks to the 
cold weather in December. 

Money-centre banks were 
especially weak yesterday. Citi- 
corp lost $% to $23%, Chase 
Manhattan fell $% to $29%, 
BankAm erica dropped $% to 
$27%. 

Among other rate-sensitive 
issues. Federal National Mort- 
gage Association fell $% to 
$33% and Federal Home Loan 
Mortgage dropped $1 to $65%. 

Issues of several precious 
metals companies moved 
higher after posting losses last 
week. Battle Mountain Gold 
gained $% to $16%, Homestake 
Mining rose $% to $22%, ASA 
rose $% to $58%. Heda Mining 
slipped $% to $15%. 

Great Northern Nekoosa 
rose $1% to $65% after the 
company accepted a sweetened 
takeover bid of $65% by Geor- 
gia Pacific. The issue was one 
of the most active on the New 
York Stock Exchange. Shares 
in Georgia Pacific fell $1% to 


$43%. 

United Telecommunications 
fell $i% to $31%. The Federal 
Bureau of Investigation has 
stared an inquiry into whether 
the company's US Sprint Com- 
munications unit Illegally 
obtained competitors confiden- 
tial bid information and used it 
to win part of a Federal tele- 
phone services contract 

In over-the-counter trading, 
the Nasdaq Composite Index 
was off 5.114 at 42387. 

Nordstrom fell $1% to $27%. 
The big US retailer is expected 
to post a decline in animal 
profits for fho first thru* dnro 
the company went public in 
1979. 


STOCK prices closed sharply 
lower in moderate trading, mir- 
roring fads on Wall Street. 

Toronto’s composite index 
fen 42.51 to 8J92L25. Falls out- 
numbered advances 466 to 188 
on volume of almost 29m 
shares, with a trading value of 
C$29&3m. 

Mining issues, industrial and 
hanking stocks were all down 
by at least Z per cent Energy 
issues were also lower while 
gold stocks rose 1 per cent 

During the afternoon the 
Canadian Government intro- 
duced a budget 'that predicts a 
deficit of C*2&5bn in the 1991 
fiscal year, down from a deficit 
of C$30.5bn in the 1990 fiscal 
year to end-Marcb- 


THE DEPRESSING effect on 
equities of the slide la bond 
markets, some of which made 
slight recoveries towards the 
end of trading, were reinforced 
yesterday by the early sharp 
decline on Wall Street, writes 
Oar M arkets S taff . 

FRANKFURT tumbled again 
as the Bundesbank's average 
bond yield rose from s L08 to 
9.15 per cent. Bond yields 
ended 5 to 10 basis points 
below their peak as traders 
speculated that investors 
might begin to see value in 
them — more value in 
equities, at least 

Equities saw the FAZ Index 
move tower after making little 
change on Monday, falling 
22.04, or 2J8 per cent, to 76024 
at midSessaon. The DAX 
dropped 45.38, or 2.4 per cent, 
to ly823J31 after a 24.47 decline 
the day before. Volume rose 
fractionally, from DM8.6tm to 
DMOlbn, with Veba once again 
leading individual stocks In 
turnover of DML4bn. 

Chemicals tost their relative 
strength; with a DM16 fall to 
DM305 in Bayer leading the 
sector's decline; similarly. 


on fears of bond losses and 


W„ Germany 


took toe brant of yesterday’s 
decline, off DM18 to DM551 
after a show of resilience. 
Banks were under pressure 

ASIA PACIFIC 


in interest rates. Deutsche 
Bank fell DM2880 to DM781 
and Ccsnmerahaok abed DM14 
to DM296. 

However, the Degussa met- 
als and chemicals group 
climbed DM5 to DM527 after 
confirming cooperation talks 
with E Merck, a privately held 
German chemical pharma- 
ceutical group. There have 
been press reports that a frill 
merger is planned. 

MILAN fell sharply on fears 
at a pnssjhte break-up of Eni- 
mont, the chemicals company; 
of a rise in domestic interest 
rates; and on reports that 
Tnn tpwi fends face net redemp- 
tions of L800bn this month. 
The Comit index dosed 8.50 
tower at 667.68 in thin trading. 

Speculation that the public/ 
private chemical joint venture, 

Rnhnrtntj jg ppfaffl tO be diS- 

solved, because its founding 
partners Montedison and 
state-owned ENZ, which own 40 
per cent each, are unable to 
agree, left Enimont down L49 
at LI, 466 and Montedison L66 
tower at LL872. 

PARES had a poor session on 
the last day of the monthly 
account, as toe CAC 40 index 
tost 17.87 points, or 1 per cent, 
to 1,820.16. Equities focused 


FAZ AkSen Index 



Jan 1990 Feb 


early an a fall in Hatif bond 
futures and, with Wall Street 
opening lower, failed to 
respond to a Matff recovery. 

In spite of the declines, there 
was no great selling pressure, 
and turnover was estimated at 
FFr2bn. The hogfawring of the 
school holidays today was 
expected to lax 

MicheUn, the tyre 
eased 90 centimes to FFr181 
after it confirmed that it pro- 
posed to seek $750xnhi debt 
financing on Euromarkets. 

Eurotunnel edged higher 
again, rising 60 centimes to 
FFr57.10 in modest volume, 
nmtd optimism Hw* it would 


sort out its problems with Its. 
cont ractor, T ransnwnche JJnk. 

Afc.V i 'kwiAM remained her? 
vous about, movements tn the 
bond TngritBt, and shares fen in 
low vtdume, with only a flicker 
of interest when bonds reccv- . 
ered briefly in- the afternoon. 
The CBS tendency index fell 
L7 paints, orl8 per cent,- to 
107.4, with Wall Street keeping 
spirits low. 

High technology issues were 
among toe biggest losers, with 
Volmac Software dropping 
Ft 6.60, or 142 per cent, to FI 40 
after regmrting a 12 per cent 
fell in net profits late on Mon- 
day. Tulip Computer lost 
FI 3.50, dr 9.5 per cent," to 
FI 3380 in anticipation/of tower 
unfits, due today. 

Royal Dutch, which Also 
reports results today, fell 
FI 180 to FI 144.60- Bote, the 
distiller, shed FI 2 to FI 167; it 
said later that ft was discuss- 
ing the purchase of three' 
Frenc h win e producers. 

STOCKHOLM dosed 
tower in moderate trade 
reflected market nervousness 
over the unstable political 
situation and rising domestic 
credit yields. The Affars- 
vSrlden index fell by 17.9 
points, or L5 per emit, to 
14408. 

Astra free B shares tost SKrS 


to SKrtOO after the company 
revealed annnBl profits up 23 
par cent at SKrL85bn, hi line 
with expectations. 

Among toe declining is sues 
were Asea free B shares, down 
SKrlS to SKr745, Ericsson free 
B shares, SKrlO lower at 
SKr85Q, and Volvo free Bs, off 
SKrlO- at SKr365. 

wutssms ended lower in 
depressed' trading, with the 
cash market index falling 
100.47 fo 5,822.2 in moderate 
■volume, industrial stocks lost 
ground nnd most holding com- 
eased, inHndrog Socfett 
Gdndrale de. Belgique, which 
fell by BFri.40 to BFr3.no. 

Groupe Bruxelles Lambert, 
which last week wrote off its 
stake in Drexel Burnham Lam- 
bert, fell a farther BFr70 to 
BFr3835. 

. OSLO slipped from record 
levels In moderate trading. The 
all-share index finished at 
610.3, down 886 points or L4 
per cent. COPE NHAG EN expe- 
rienced a second day of fells as 
toe bourse index fell 3.16 to 
364.40, for a drop so far this 
week of 28 per cent. 

VIENNA’S run of record 
highs mtw! to a halt, as the 
hoarse index fell 9.47 to 689.70 
in active trading. Undedying 
sentiment, however, was said 
to remain strong. 


Nikkei declines again as investors lose heart 


South Africa plunges as 
global markets retrench 


By Jacqueline Moore 

F oreign investors’ 

enthusiasm immediately 
before the release of Mr 
Nelson Mandela quickly evapo- 
rated when he reaffirmed the 
African National Congress’s 
(ANC) commitment to nation- 
alising private assets, includ- 
ing the mines. The South Afri- 
can market dropped 7.4 per 
cent last week, after the previ- 
ous week’s 4.6 per cent rise. 

Elsewhere, it was mostly a 
sluggish week, with the JT-Ao- 
tuaries World Index finishing 
almost nnclyinged Qf the lead- 
ing markets, the US, West Ger- 
many and the UK showed 
small declines, which were 
counterbalanced by a modest 
rise in Japan. 

Gold shares in South Africa 
saw toe heaviest selling, and 
the Johannesburg Stock 
Exchange Gold indtar fell u.6 
percent in toe three days after 
Mr Mandela’s release on Sun- 
day, February 1Z. The Indus- 
trial index lost 4 per cent. 
There was a rally cm Thursday, 
with the lower share prices 
attracting European and 
domestic interest, and a steady 
session on Friday, after the 
ANC said that it would seek an 
early meeting with President 
F. W. de Klerk to remove obsta- 
cles to negotiations. 

Only five countries moved 
by more than 2 per emit last 
week: as well as South Africa, 
the other big losers were Swe- 
den and Belgium, while Aus- 
tria continued its remarkable 
surge and Mexico - which has 
risen by more than 171 per cent 
in local currency terms since 
this time last year - rose by a 
rather restrained 24 per cent. 

As in South Africa, politics 
was the undermining force in 
Sweden. The resignation of the 
Government on Thursday, 
after its failure to gain parlia- 
mentary approval for an aus- 
terity package, sent the market 
down 5.6 per cent Rising inter- 
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eat rates added to the depres- 
sion, although the settlement 
at the end of the week of the 
strike by bank employees took 
the edge off the gloom. 

The Belgian bourse became 
tangled in the Drexel Burnham 
Lambert affair; the US invest- 
ment bank has filed for protec- 
tion mute Chapter U of US 
bankruptcy law. Together with 
rising interest rates, this 
poshed shares down 3.5 per 
cent over toe week, although 
bargain-hunting at toe end of 
the week Wonted the ifamam. 

Groupe Bruxelles Lambert, 
the Belgian liniding company, 
dropped 6 per cent on the Tues- 
day on news that Drexel of the 
US, in which tt has an indirect 
stake, was in difficulties. GBL 
fell a further 3 per cent on the 


Wednesday, after saying it 
would write off the stake. 

In Austria, investors were 
wearied wily about the speed 
at which share prices have 
been rising. The world’s top 
performer this year gained a 
farther 48 par cent last week, 
taking its advance so far in 
1990 to 419 per cent in local 
currency terms. 

While West Germany’s 
strength slime the opening of 
the Berlin Wall has fettered In 
the face of weak domestic 
bonds, Austria’s eastern Euro- 
pean rally has powered ahead. 
Political changes in Czechoslo- 
vakia and elsewhere in the 
East bloc have raised the earn- 
ings prospects of Austrian 
companies, and share prices 
have shot up as a result. 


DISHEARTENED by the 
response to Sunday’s election 
results and by further signs of 
a likely increase In the official 
discount miw investors Hrmrf 
their backs on the equity mar- 
ket yesterday, writes Mfchtya 
Nakamoto in Tokyo. 

Turnover fell to 335m shares, 
its second lowest level this 
year, from the 341m traded on 
Monday. The Nikkei average 
fell below the 37,000 level for 
the first time in more than two 
weeks, moving between a low 
of 36,888.14 and a high of 

37,157.56, before dosing with a 
loss of 32798 at 36,89592. 

Declines outnumbered 
advances by 694 to 224, with 
192 unchanged. The widely- 
based Tophc index fell 22.48 to 
2,696.08 and, in London, the 
KJE/Mkkei 50 index lost 10.49 
to L980J& 

Interest rate fears under- 
mined *h«» bond market, and 
falling bond prices put pres- 
sure on. equities. I nvestors also 
began to fear that, to tackle 
Inflation properly, any increase 
in the discount rate would 
have to be modi higher than 
in recent times. t •• ■■ 

The yen has been weaker 
than the authorities would 
like, and yesterday saw the 
announcement of the year-to- 
year money supply growth in 
January, which was at an 
unexpectedly high LL5 per 
cent; only last month, a money 
supply growth rate of 10.6 per 
cent for December had 
prompted concerned state- 
ments from the central bank. 

Against this background, the 
mood on the market was 
understandably dark. "We are 
all depressed," said Mr 
Kztai at County NatWest Secu- 
rities in Tokyo. “People were 


SOUTH AFRICA 

GOLD issues led the rise as 
Johannesburg closed broadly 
firmer, but trading was thin 
and cautious as political 
uncertainties continued to 
overshadow toe market. 

The JSE all-gold Index 
climbed 78 points to 8,014 and 
the industrial index added 28 
points to 3,104. 

In the gold sector Vaal Keefe 
rose R16 to R403 and . Beatrix 
firmed R1.50 to H3I, while 
among other mining issues De 
Beers rose R2 to R68.76. 
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Constituent change 20/2/90; Name change: Ocean Transport & Trading to Ocean Group (UK). Trading on the Helsinki exchange has been reduced 
following a banking employees dispute. 


had already been discounted 
by the market X tMnfc that, in 
truth, everyone was surprised 
at the total lack of a positive 
response to the election 
results, which were in fact 
much better than expected. 

*"The market has lost a huge 
amount . of momen- 
tum . . , and it is going to 
take a lot to regenerate inter- 
est,” commented another bro- 
ker at a foreign firm. The con- 
sensus, however, was that, 
rather than suffer a sharp 
plunge, the market was Hkdy 
to drift down slowly. 

Special situations saw some 
interest w pfa. Nisshi Electric, 
which supplies heavy machin- 
ery to Electric power compa- 
nies, added Y50 to Y1.6 60. R 
was expected to benefit from 
increasing damtmd for electric 
power. 

The Tokyo Stock Exchange 
announced after the market 


closed that it would ease mar- 
gin t rading restrictions bv 
reducing the collateral require- 
ment from 60 per cent to 50 per 
cent of tiie underlying value .of 
the stock. The move was 
greeted by market participants 
as likely to help stimulate 
interest In the market 

Losses in interest rate-sensi- 
tive, forge-capitalisation issues 
pulled tiie OSE average in 
Osaka down 288.71 to 38£603L 
Volume was up at 719m shares 
from 639m an Monday. 

Roundup 

THE REGION was split yester- 
day, with Australia and New 
Zealand both in retreat and the 
other markets mostly rising, 
inrinding Singapore which was 
at all-time hi gh. 

AUSTRALIA fell sharply, 
with the AH Ordinaries index 
down 159 at 1,630.4, as the 
weakness of Tokyo and the 


strength of the Australian dol- 
lar kept buyers away. 

Turnover was 93m shares 
valued at AHS2m. but that did 
not include a block sale by 
Adelaide Steamship of 67m 
shares in Australia & New Zea- 
land Banking group at A$6.10 
to Westpac Banking shortly 
after the dose. 

Adsteam finned 2 cents to 
A$S92, while Westpac dropped 
10 cents to A$584 and ANZ fell 
4 cents to A3S.70. 

Bougainville Copper slid 17 
cents to TO cents an continuing 
fears that its copper mine in 
Papua New Guinea mine would 
not reopen. 

NEW ZEALAND 
, in *Mn trading. The 
_ i Index fe& 1696 to. 1347.73. 
Brierley In vestm ents contin- 
ued to fall, dropping 2 cents to 
NZ$1.72. . Industrial 
Brleriey’s Hong Kong*t 
unit, fell 4 cents to NZ$241. 

SINGAPORE closed mostly 


firmer as hectic - over-the- 
counter trading in Malaysian 
stocks continued. The Straits 
Times index gained 2.17 to 
L566.4, an all-time high. The 
previous peak w as on F ebruary 
12. KUALA LUMPUR slipped 
tram Monday’s record levels, 
however, as profit-taking set 
in, with the composite index 
easing 2.07 to 622901 

HONG KONG rose in contin- 
ued heavy trading; as the mar- 
ket revived after early profit- 
taking. The Hang Seng mder 
advanced 1230 to 2,98090, its 
best finish since May. 

TAIWAN staged a teebntod 
rebound, with active buying by 
big players. The weighted 
index surged 47999 points to 
1297194, its largest single- 
day’s gain tide year. 

JAKARTA'S turnover surged 
again, : reaching- 3.4m shares 
after Monday's 2.7m, as the 
composite index rose 6.16 to 
47999. 
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The EC's dynamism 
is drawing the Nordic 
countries into closer 
economic integration, 
writes Robert Taylor. 


And the altered face of eastern 
Europe will also have implications 
for the region, whose future should 
be clearer after this autumn's 
expected 35-nation supersummit. 

An end to 
isolation 
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The Nordic Countries 

IN A CHANGING EUROPE 


poverty tiiai c ontinues to scar 
many we st er n market econo- 
mies. There is H*tip unemploy- 
ment, old people are comfort- 
ably off, and there is no 


real enough bat it has always 
beat founded on % region's 
economic dependence on an 
open international trading sys- 
tem. Exports, as a percentage 
of gross domestic product, 
range from Finland’s 25 per 



AMID THE turmoil and 
uncertainty of events - in' 
Europe, one area of the conti- 
nent appears to have changed 
hardly at aH 

The Nordic region that lies 
beyond the borders of the 
European Community - Swe- 
den, Norway, Finland and Ice- 
land - remains stable and out- 
wardly placid. Out on the 
chilly edge of mainstream 
Europe, Nordic nations - all 
of them democratic, open 
social market economies - are 
looking on with both caution 
and elation. 

No doubt many people living 
there would prefer to remain in 
complacent self-isolation, try- 
ing to shore up their affluent, 
settled lifestyles. So far, Nordic 
responses to foe unravelling of 
eastern Europe and the pros- 
pect of a reunified Germany 
have seemed almost glacial in 
their slowness. But, whether 
they like it or not, all the Nor- 
dic countries win have to reap- 
praise their fundamental 
beliefs to the changing Europe 
for the first time since the 
immediate aftermath of the 
second world war. 

It is not surprising perhaps 
that they have been circum- 
spect in their reactions to the 
revolutionary events beyond 
their borders. After all, they 
must live with the conse- 


quences. Their fut ur e wHl be 
determined, to a great extent, 
by Germany and the Soviet 
Union; and they would have a 
great deal to lose if today’s 
hopes were to fade before an 
tarnish of economic disintegra- 
tion and e xtr e m e forms' of 
nationalism. 

Dining the last 45 years, the 
Nordic economies have become 
some of the most affluent in 
the world. A balanced degree 

of p g aW<» rian<«m and trf fir-kmry 
haw rrt fl -g j Tv y d many outsiders 

that they have found a way to 
many free market economics 
with social Justice, based on 
high levels of taxation and 
public welfare spending: 

The latest estimate suggests 
that the region's 17.6m people 
enjoy an average per capita 
income of around $ 31 , 23 %. com- 
pared with $14311 in the EC 
and $19313 in the US. Across a 

Wide Tang a of «nri«1 Iwriffwf — 

infold mortality, life expec- 
tancy, educational standards, 
welfare provision, the km level 
Of witf H Ymwwntail pollutio n, 8S 
well as foe possession of con- 
sumer durables — the Nocdlc 
countries are for ahead of 
almost the whole world. 

Moreover, the so-called Nor- 
dic Mndoi of consensus and 
compromise, between rapwai 
and labour, has created societ- 
ies relatively free of the acute 


significant underclass. The 
Nordic countries, especially 
Sweden, have become the focus 
of attraction as models both for 
reformers in eastern Europe 
seeking a way out of the eco- 
nomic catastrophe of Soviet- 
style Communism, and for 
those on the democratic left in 
western Europe who want to 
revise their socialist beflefe. 

The Nordic achievement is 


cent to over 35 per cent m Nor- 
way. From foe time of their 
industrial revolutions, at the 
turn of the century, the Nonfic 
nations have been pressed by 
the smpTiium* of their own 
domestic markets to move out 
in foe wodd to customers in 
distant areas south east 
Asia and North America. 


Europe, especially B ritain and 
Germany, has always been 
im porta nt to Nordic trade, but 
not to the exclusion of other 
mar ke t s. 

But now the Nordic focus is 
becoming more concentrated. 
The dynamism of the Euro- 
pean Community is drawing 
the Nordic countries into 
closer economic integration 
with western Europe. The US 
has lost its old popularity as 
the major co un try for Nordic 
investm ent. Just over half the 
region’s exports and imports 
now come to and from the EC. 


The existence of free trade in 
industrial goods between the 
two areas since the early 1970s 
has proved to be of mutual 
advantage. 

At the game time, there fom 
been a clear trend to trade sec- 
tor concentration in the Nordic 
countries. Two thirds of Nor- 
way's exports consist of oO, gas 
and other energy and raw 
material-based products such 
as mafaiig, pulp and chemicals; 
while, in Sweden, five export 
items account for 45 per cent of 
total trade - road vehicles, 
paper and pulp, industrial 


specialist machinery. 

In the late 1380s, the interna- 
tionalisation of the Nordic 
economies has also led to a 
sharp growth in outward 
Investment by big companies 

- especially into the EC. This 
is particularly noticeable in 
Sweden, where the flow of 
direct investment abroad has 
risen over sevenfold since 1985, 
followed by Finland with a 
quadrupling into the EC. This 
trend looks set to persist. 

The Nordic countries agree 

- at least for the time -being - 
that they should not seek full 
EC membership: Their govern- 
ments « too recognise that they 
must reform themselves inter- 
nally in a radical way If they 
hope to compete and thrive in 
western Europe. This explains 
why, as members of the Euro- 
pean Free Trade Association 
(Efta), they are negotiating 
alongside Austria and Switzer- 
land tins year for the creation 
of what is known as a Euro- 
pean Economic Space, covering 
all the market economies of 
the continent. 

As a result they have also 
embarked on common domes- 
tic programmes of action, to 
liberalise and deregulate their 
economies in line with the 
EC’s commitment to the inter- 
nal market This has meant a 
commitment to the removal of 
most of the protective rules 
and regulations that have gov- 
erned the Nordic economies 
since the 1930s. 

The governments have also 
agreed to extend the common 
labour market that exists 
be t w e en their own economies 
to cover the EC as well, and to 
remove the obstacles to the 
free movement of goods and 
services, hi their convergence 
with the EC, they are following 
the rapid acceleration of Nor- 
dic companies Into the larger 
market 

Bat the political outlook of 
the Nordic nations remains 
less well-formed than their eco- 
nomic intentions. This reflects 
the distance that most people 
In the region still have to 
travel before they are pyschol- 
oglcally prepared to see them- 
selves as Europeans. 

The self-government of the 
Baltic states, the emergence of 
a non-Communist Poland and 
foe prospect of a reunified Ger- 
many are certain to make a 
p m fni mri im pact on the Nordic 
region. So far this has not led 
to any fandampnfaii reappraisal 
of foreign and defence policy. 
On the contrary, Sweden 
sflwiw to rimg ever more stub- 


bornly to its own concept of 
neutrality, while Finland 
believes it mast uphold its 
autonomy and its special rela- 
tionship with the Soviet Union. 

Such conservatism is unsur- 
prising. Indeed, unlike in cen- 
tral Europe, so far President 
Gorbachev has done little to 
scale down Soviet defences in 
the region. On the contrary, he 
has actually strengthened 
Soviet naval power In the 
north Atlantic, to the dismay 
of Norway, where leaders 
believe more than ever in the 
necessity of dose ties to the 
US. 

But it is in no power’s inter- 
est to undermine the stability 
of northern Europe, especially 
round the Baltic. The unan- 
swerable question remains, 
howev e r: just how far can the 
Nordic countries integrate 
themselves economically into 
western Europe without com- 
promising political auton- 
omy? 

In today's climate, the con- 
tours of the new Europe are 
being drawn but their final 
shape still remains unknown. 
Nowhere is this truer than in 
the Nordic region. In recent 
months there has been discus- 
sion of a revival of the Hanse- 
atic idea, which would link 
Sweden to northern Germany 
and the Baltic states. Others 
talk about a more integrated 
Nordic region, in some kind of 
relationship with a reformed 
Soviet Union on the lines spelt 
out by Mr Gorbachev in Hel- 
sinki last November. 

It is probable that the Nordic 
region's position, in a changing 
Europe will become clearer 
after this autumn’s expected 
super-summit conference of the 
35 nations covered by the Con- 
ference of Security and Co-op- 
eration in Europe (CSCE), who 
last met in Helsinki in 1975. 

This historic meeting - if it 
goes ahead - could well 
reshape Europe and bring to a 
close the postwar settlement 
created by Yalta and Potsdam, 
perhaps with the possible dis- 
solution of Nato and the War- 
saw Pact. After such a dra- 
matic tom of events, the 
-Nordic region might be expec- 
ted to participate fully in what 
would emerge - which could 
be a much looser kind of politi- 
cal confederation, closer to Mrs 
Thatcher’s vision In Bruges 
than EC President Jacques 
Delon* centralised community. 
If this were so, the Nordic 
countries would have no need 
for caution and fear in rejoin- 
ing the zest of Europe. 
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Success on the 
world market calls 
for a strong base 
at home. 


Success at home provides the best 
base for making a success of business 
abroad. The Skandia Group/ with all 
of Scandinavia as ahome market, is by 
far the largest insurance company in 
Scandinavia with total assets amount- 
ing to around 150 billion SEK. Skan- 
dias premium volume has increased 
from 11 to 30 billion SEK during die 
last 12 months. The Group is made up 
not only of the Swedish insurance 
company Skandia, but also the Nor- 
wegian Vesta Group, the Danish 
company Kgl Brand and Skandia 
International. This constellation gives 
us a larger sales volume, lower devel- 
opment costs and more efficient dis- 
tribution. But above all, it provides us 
with a stable platform from which to 
expand into the world. 


Our objective is to become a large 
international Group both within in- 
surance and financial services. Today, 
half of Skandia’s premium income 
comes from countries outside the 
Nordic, area, and we are Scandinavia’s 
largest exporter of services. Within a 
few year's time, we expect our total 
premium income to double and the 
bulk of our activities to be concentrat- 
ed on foreign markets. 

Today, Skandia operates in 18 coun- 
tries around the world, eight of which 
are within the European Community. 
And we continue to expand by 
purchasing companies and opening 
new markets in order to reach new 
customers. 

The world is foil of opportunities! 




Skandia 

Group 


Skancma group. 5-103 50 Stockholm. Sweden, telephone +46 ca> 7881100. 
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THE NORDIC COUNTRIES 2 


THE POLITICAL OVERVIEW: The three countries that are members of Efta differ in their attitudes towards the changing Europe 


SWEDEN'S NEUTRALITY 
stands as an insurmountable 
barrier to the country’s mem- 
bership of the European Com- 
munity. 

In the current national 
debate about future relations 
with western Europe, politi- 
cians of all the parties draw 
the line firmly at mating any 
change that would involve 
Sweden in the making of an 
EC foreign and defence policy. 

Even the leader of the 
pro-EC right-wing Moderates, 
Mr Carl Bildt, believes that 
Sweden must stay dear of alli- 
ances with other countries. 
“Our neutrality is a fact of 
geography, because of our 
closeness to Russia," he 
argues. 

In the opinion of Mr Pierre 
Schori, state secretary at the 
Foreign Minis try an $ one-time 
adviser to the late OM Palme 
on foreign affairs, his country’s 
neutrality is "an all-weather 
policy" that makes sense at 

timpfi of lpt ernaHrmal calm as 
well as crisis. 

In fact, the meaning of neu- 
trality in Sweden remains 
hi ghly pragmatic and subjec- 
tive, contained neither in the 
constitution nor in any inter- 
national treaty. "Ne u tral i ty is 
what we say it is," says Mr 
SchorL But, for many Swedes, 
it has hardened into an 
unquestioning dogma, which 
puts a serious barrier on the 
Emits of the discussion about 
the country’s European fixture. 

It is true that both the main 
opposition parties - the Mod- 
erates and the Liberals - have 
expressed their support for 
eventual EC membership, 
while at the Hma defend- 
ing the country’s neutral sta- 
tus. Mr Bildt, for one, wants to 
test whether neutralism is 
really semi In Brussels as an 


DURING 72 years of 
independence, geography has 
taught Finland that pragma- 
tism is an important condition 
of survival 

Officially, it wants to help 
develop, and to be an integral 
part of, the Single Market as 
an Efta nation, through Euro- 
pean Economic Space (EES); 
yet an interesting challenge 
awaits, in foreign competition. 

Geography and geopolitics 
have made Finland one of 
western Europe’s most insular 
countries. Its distance from the 
rest of western Europe has not 
been a negative factor, how- 
ever it has allowed Finland, 
during the past 40 years, to 
build the basis of a successful 
economy, with little outside 
competition. 

Dependence on western 
Europe as a trading partner 
illustrates Helsinki's need to 
be part of western Europe's 
integration process. In 1989, 
643 per cent of the country's 
exports were destined for the 
EC (44 per cent) and Efta (20-3) 
markets, while imports from 
western Europe totalled 63.5 
per cent 

Low spot-market oil prices 
continued to undermine anti- 
quated Finnish-Soviet semi- 
barter trade, which accounted 
for 25 per cent of all Finnish 
trade in the early 1980s. Last 
year, exports to the USSR 
accounted for 14^ per cent, 
and imparts from the USSR 
1L4 percent 

Some industrial authorities. 


Swedish neutrality poses a difficult 



obstacle to entry. Much will 
depend on how Brussels even- 
tually reacts to neutral Aus- 
tria's formal m embership appU- 
catio u last summer. 

However, if neutrality turns 
out not to be an impediment, 
Swedish sceptics believe other 
difficulties will bar the way 
forward. Indeed, there is a sus- 
picion many are using neutral- 
ity as a pretext to cover other 
reasons why they do not want 
to see Sweden Join the EC. 

Certainly remains true 
of powerful forces faride the 
country's Labour movement; 
who are deeply concerned at 
the whole process of Swedish 
convergence with the EC. The 
blue-collar union confedera- 
tion, the LO, raised many eye- 
brows late last year with a 
frontal attack on the EG, mak- 
ing it very clear that neutrality 
was not the only problem 
blocking the road to Brussels. 

LO leaders warned that the 
integration process might 
mean the loss of Sweden’s own 

power Of ri»H»Tnn.ma Icing ami 


threaten the cherished achieve- 
ments of tins Swedish Model, 
particularly the existence of 
foil employment, the welfare 
state based on universalist 
principles of public pro virion 
and high taxation, as well as 
the major influence acquired 
by the trade unions In the 

nf the nt 

national and company Jevet 

To the LO leadership, Swe- 
den's movement towards the 
EC would mean creating a 
more acquisitive, individualis- 
tic market capitalism that 
would destroy the equality and 
social justice bunt up over the 
past 40 years under Social 
Democratic domination. 

Such prejudices reflect a 
deep feeling, particularly 
among Sweden’s puhlic sector 
trade nmnnn, who believe the 
achievements of the so-called 
People’s Home will somehow 
be lost if the country comes in 
from the cold and joins the EC. 
The Communists share this 
opinion, regarding the EC as 
little better than imperialism. 

Most of the Greene also 
regard the EC as a wicked con- 
spiracy to pollute the conti- 
nent, while the Centre party 
remains the repository of 
Swedish kitsch nationalism , 
anxious to protect the country 
from what it sees as sinister 
continental habits like cheaper 
alcohol and food. 

Bnt attitudes inside the 
Labour movement are much 
more complex than such bos* 
tfta final in g g -mi g ht suggest. The 
LO is realistic enough to 
accent that it cannot possihlr 
isolate Sweden from European 


industrial trends, *nd that the - 
trade unions have to ‘adjust 
themselv es to the new realities 
in western Europe if they want 
to provide a more effective 
counterweight to the drive in 
Swedish Industry to mergers 
and acquisitions as well as 
investment opportunities 
inride the EC. 

Indeed, a growing number of 
Swedish union leaders, with 
members in the exposed pri- 
vate market sector of the econ- 
omy, feel that Sweden has 
really no alternative but to 
move ever closer to the EC. 
They are alarmed by the rapid 
Europeanisation of Swedish 
business; which is taking jobs 
and investment out of their 
own country through the cre- 
ation of strategic business alli- 
ances. The classic example of 
Asea-Brown Boron, formed in 
1987, has not yet been repeated, 
bnt hardly a day goes by with- 
out further evidence that 
Swedish companies are pursu- 
ing European strategies. 

Belatedly, the Swedish 
onio ns ar e having to heart to 
Bits j m iMti c development 

Both the LO and its 
white-collar ally the ICO are 
fairing a part in tho 

work of the onion body that 
rr rapTw tha nurin union organi- 
sations in the European Free 
Trade Association (Efta) as 
well as the Nordic Council. 
Last month they all met in 
to draw cm a pro- 
gramme of demands for inclu- 
sion on the agenda in the forth- 
coming Efla-EC talks on the 
EES which stressed the need 
for full employment, defence of 


trade union rights, the preser- 
vation of the public welfare 
system and. a good environ- 
ment 

But the Swedish trade 
have also been keen to 
extend their collective influ- 
ence into the EC itself Last 
year the LO opened a Brussels 
office with the TOO, to provide 
a lobbying and monitoring 
role; while both bodies con-, 
throe to play an important role 
in the activities of the Brus- 
sels-based European Trade 
Union Confederation, which 
has increasingly been concen- 
trating its resources on EC 
questions. Through tills wide- 
spread and complex network of 
personal and organisational 
finks, the trade union wing of 
the Swedish Labour Movemen t 
has become intimately 
involved in trans-European 
developments. 

A key union in the process of 
Sweden's EC adaptation is the 
Metalworkers, for so long the 
main c re a ti ve force inside the 
LO. The union's president, Mr 
Leif Blomberg, argued recently 
that "the EC question must not 
become a symbol for right- 
wing forces who want to adjust 
Sweden to the most conserva- 
tive EC countries*. Instead, be 
maintained, "It must develop 
its own competitive profile in 
an i n tegr ate d western Europe” 
netting that “we must not imi- 
tate countries who base their 
competitive power on high 
unemployment and social 
injustice”. 

For its part, the ruling Social 
Democratic party has moved 
very slowly in its attitude 


towards the EC- No major 
change 2a the present policy 
seems likely when the patty 
Congress meets in the autumn 
to draw an its programme for 
the 1991 general election and 
beyond. But the Government is 
committed to a fairly wide- 
ranging strategy of Swedish 
adaptation to the EC’s internal 
market which, under a biparti- 
san formula accepted in the 
summer of 1988 by a majority 
of the parties in parliament, 
requires the country to into 

Hie Social Democratic 
party has moved 
slowly in its attitude 
towards the EC . 

grate with the EC in every area 


icy. 

Ministers remain optimistic 
that the Efta route win lead to 
the creation of the European 
Economic Space, giving Swe- 
den an it really needs to safe- 
guard its prosperity. Certainly 
there is no likelihood of any 
need for a fundamental reap- 
praisal of tills strategy at least 
until 1993. 

For being, the main 
Swedish employer organisa- 
tions seemed prepared to 
accept this. They have so for 
avoided any open advocacy of 
actual EC membership, even if 
most of their larger corporate 
members believe eventual 
entry is inevitable. 

SAF, Sweden’s equivalent of 
the Confederation of British 
Industry, is perhaps over-con- 


scions about its role as the 
LO’s centra] partner In the 
Swedish Model to question the 
prevailing- orthodoxy. But, 
under the presidency of Mr Uff 
Laurin, this attitude could 
change when SAF holds its 
conference in November. A 
more aggressively pro-EC posi- 
tion cannot -be ruled, out by 
SAF, while the Federation of 
Swedish Industries may also 
harden its views along with, 
the engineering employers in 
VF. 

To- the intense annoyance of 
many Swedes; the recent flurry 
of forecasts of what the map of 
Europe will look like by 9000 
have placed their country into 
close association not with the 
EC but with the Baltic states 
and the eastern countries tike 
Poland Czechoslovakia. In 
fact, Sweden has little in com- 
mon with those economies. As 
the former finance minister, 
Mr Kjefl-Qktf Feldt, pointed out 
recently, Sweden has benefited 
from having . a “very dynamic 
and aggressive capitalism" to 
complement its advanced 
social welfare and huge public 
services sector. - 

However, there is a serious' 
danger that Sweden wiU slowly 
fen behind the rest of Europe if 

it does not revise old attitudes. 
As Mr Feldt acknowledges, 
many Swedes have tax more 
empathy .with Third World 
countries like Nicaragua and 
Vietnam than they have with 
those In the EC or in eastern 
Europe. Sweden has regarded 
itself as a United Nations coun- 
try, not a European ran. Cer- 
tainly, foreign minister Sten 


Axufersson feels more at home 
ipgHng Yasser Arafat, of the 
Palestinian liberation Organi- 
sation, and Walter Steulu, of 
the African National Congress, 
in Stockholm than talcing a 
close concern ia EC diplomacy. 

This is starting to change, 
but very slowly. Recently Mr 
AndAT Bson revealed an dstpoh- 
tik for Sweden, and the Jnp 
tas form agreement with the 
EC through Efta is speeding 
op. The lack of any common 


Finland must examine its Soviet treaty 


like Mr Eric Foreman, an EC 
specialist who works for the 
Confederat ion of Finnish 
Industries (CFI), stress that 
Finland will not only respect 
the four freedoms enshrined by 
the Single Market, but seek to 
harmonise F innis h laws. In 
two to four years after 1993, so 
that they faithfully comply 
with EC legislation. 

"The relationship between 
industry and politicians is very 
close in this country. Opening 
up Finland’s markets to Euro- 
pean integration will be posi- 
tive, since it win increase com- 
petition, force companies to 
diversify, upgrade efficiency 
and help cut overheads. The 
consumer will benefit from this 
situation,” said Mr Foreman. 
"We want to remain and be 
part of the development of 
[western] Europe. We cannot 
break away from such a real- 
ity, because this would affect 
our economy greatly 

Mr Fbrsman takes a realistic 
view of 1992, and expects that 
integration will ensure and not 
hinder Finland’s economic 
prospects. He feels that no pub- 
lic debate about integration 
with western Europe is needed 
in Ms country, because "there 
is no reason to debate such a 
transparent issue”. 

Others, like Dr Esko Antola. 
who heads the Turku-based 


Institute for European Studies, 
believe Finland cannot afford 
not to debate the effects of 
1992, because of the fer-reaefc 
ing consequences. 

He feels that the EES does 
not ensure that Efta countries 
like Finland will be able to 
influence decision-making in 
Brussels. For thfo reason. Dr 
Antola says Finland must 
make dear whether it seeks 
associate or membership status 

Integration with 
western Europe tops 
the foreign-policy 
agenda 

with' the EC. 

Top of the foreign-policy 
agenda Is integration with 
western Europe, and policy- 
makers have been busy travel- 
ling between Helsinki and 
Brussels. One of Finland’s 
most intelligent politicians, Mr 
Erkkl Lnkanen, of the Social 
Democratic Party, will resign 
as minister of finance at the 
end of this month and take 
over as ambassador to the EC 
in September. 

The Right-Left coalition gov- 
ernment has given two parlia- 
mentary briefings on EC inte- 
gration, after which a second 
White Paper was put out in 


November. Next month, a third 
briefing will lay the ground- 
work for a parliamentary com- 
mittee to handle the issue of 
EC Integration. 

Finland has been slow in 
taking an attitude towards 
western European economic 
and political unions it tabled 
~Rfta as an associate member in 
1961, but It was 14 years before 
it decided to become a fall 
member. The approach to the 
Council Of Europe Was Krnrflm- 

— HulidnH felt ttm « mndl wan 

too vocal about human-rights 
abuses in the Soviet bloc, and 
Finland was the last western 
European nation (apart from 
the principalities of Andorra 
a nd Mo nac o) to j oin, in 1989. 

Even if it wants to be an part 
of the integration process 
within tbs EC, Finland does 
not desire membership of what 
it still sees as a political organ- 
isation that would undermine 
its neutrality and impede 
friendly relations with its giant 
neighbour, the Soviet Union. 

One of the consequences of 
its down-to-earth approach to 
foreign policy is that public 
debate on these issues has 
been minimal. Finland’s 
unique circumstances have 
given it a solid front when 
dealing with foreign policy 
questions, which have not been 
characteri sed by sentimental 


treaties. 

Even if it is in Helsinki’s 
interest to be a part of the Sin- 
gle Market in the future, 
strong nationalist sentiment 
may provide quixotic obstacles. 
The most vociferous opponent 
of Integration with wes te rn 
Europe is Mr KeQo Knrhanen, 
a former adviser to prime min- 
ister Harri Holkerl and now 
editor-in-chief of Kainuun San- 
omat, a daffy paper published 
in Kajaani, 567km north of Hel- 

wflnlri. 

Mr Tf o riwin** 11 made a dema- 
gogic proposal last month by 
suggesting a referendum, so 
that Finns might decide 
whether they wauled foreign- 
era to buy their land or own 
their companies, and whether 
Finland wanted to give up its 
neutrality. 

The Kainuun Sanomat edi- 
tor-in-chief has dose ties with 
the with the opposition Goitre 
party, which has its power- 
base in rural Finland; and the 
party, which was in govern- 
ment for some 50 years until 
1987, has opposed foreign own- 
ership of real estate and of 
Finnish companies in some key 
industrial sectors. 

Considering the ever-present 
dangers of nationalis t fervour 
arid H elsinki ’s w illing ness to 
integrate with western Europe 
through the EES, it would 
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seem in the best interest of 
government and industry not 
to bring up the sensitive topic 
of Integration for public 
debate. 

Finland's foreign population 
is minuscule, a mere 20,000. 
There are also tmpUcifc ar chaic 
restrictions that forbid foreign 
companies to establish them- 
selves in the key sectors of the 
economy, which include real 
estate, mining , forestry and ail 
refining. Although these 
restrictions may be relaxed In 
flm fixture, outside ownership 
of forests, the country’s eco- 
nomic backbone, is -a hypersen- 
sitive issue among Finns. 

Mir Mqttl Vanhaifl, a director 
at the Bank of Finland, 
believes that, as fer as national 
financial markets go, 1992 and • 
recent steps to lift restrictions 
are “a convenient coinci- 
dence”. Be adds: "Since capital 
markets have been small in the 
past, it was only last year 
when we enacted security mar- 
ket legislation. Capital regular 
tion and prudential norms are 
also beginning to be imple- 
mented in ihfo country.” 

While Finland’s policy 
towards its financial markets 
has been to liberalise and to 
avoid regulatory mechanisms, 
Mr Vanhala believes that any 
lifting of exchange controls 
depends on the outcome of EC- 



Eridd Utanw off to Ore EC 

Efta ... 

In October, Finland’s into 
gratiof ahhswere given imps- , 
tus by the visit to Helsinki of 
Mikhail Gorbachev, the Soviet 
president Mr Gorbachev not 
only recognised Finland’s neu- 
trality, but had ho objections 
to Helsinki’s joining the EC if 
it so wished. 

The challenge that 1992 hay 
set Finland (and which peres- 
troika and democratic reforms 
in eastern Europe have encour- 
aged) will mean increased 
debate about sensitive issues 
like the 40-year-old treaty of 
Friendship of Co-operation and 
Mutual Assistance (FCMA) 
with the Soviet Union. In a 
bold move. Dr Risto Penttila, a 
researcher in international 
relations, suggested that this 


devastated European civilisa- 
tion twice in the early part of 
tfrfo ffnt nr y makes it hard for 
many Swedes to feel any 
instinctive sympathy with the 
forces that are building the 
new Europe. But, a mong 
younger Swedes especially, 
there is a. stronger identity 
'than there used to be with the 
continent, with signs of- a 
revived interest in Germany, 
which before Nazism was the 
spiritual home for many -in 
Sweden. . . 

,~A recent public opinion poll 
revealed that seyen. out- of M 
Swedes expect that their coun- 
try will belong to the EC by 
the end of the decade. Some 
observers remain, doubtful. 
After all, it would mean mak- 
ing a commitment to the conti- 
nent of Europe that Sweden 
ha* avoided since its days of 
Empire ended in the. eigh- 
teenth century. 

But, if the alternative really 
does mean faflVng living stan- 
dards and a sense of exclusion 
from tbe decisions that will 
shape the Swedish economy, 
most Swedes will - as they 
have done so often in.tha past 
— combine their self-interest 
with their ideals, and join the 
wider European reality. 

Robert Taytor 


should be replaced by a new 
agreement, which would stipu- 
late that Finland would defend 
itself tram all outside aggresr 
sfon- 

The FCMA, which was 
renewed for a farther 20 years 
in 1983, requires the countries 
to to each other’s milt 
tary rescue if either is attacked 
by Germany or an ally. 

Decades of cold war and a 
difficult balancing act between 
two hostile powers have him 
dered Finland's search for a 
long-lasting place in the of 
western European community. 
Capitalistic Finland has seen 
itself as a bridge between East 
and West - but has not had 
the hemry of se riou sly ponder- 
ing . who it Js that is on 


Opening up the economy 
win undoubtedly mean prob- 
lems, especially for those sec- 
tors that depend heavily on net 
sales from the local market. 
Finland's econo m y relies sub- 
stantially on its forest, metal 
and machinery Industries, 
which jointly accounted for 
SS.4 per cent of the country’s 
total FM99-8bn (£14£bn) export 
earnings in 1989. 

Lack of industrial diversifi-^ 
cation and a small (4.9m) popu- 
lation continue to be a source 
of anxiety as 1992 approaches. 
But many Finns are confident 
that the coming decade will see 
these problems addressed posi- 
tively. 

Enrique Tesaleri 
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. . . These two pages examine the concerns and the expectations of each — and also consider their Nordic neighbour in the EC 


The shadow of 1972 still haunts Norway 
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THERE IS no national mood in 
Norway in favour of an earty 
application to jain the EC. but 
try the tfaneof the next general 
election, in September 1998, the 
question is expected to be at 
the top of the political ogwMfa 

For the -time being, Mr Jan 
Syse’s shaky centre-right coali- 
tion gov e rn ment, which took 
office hat November, is intent 
on giving tta full support to the 
Efta-EC negotiations on the 
creation of the European Eco- 
nomic Space. 

Certainly, there is little room 
for manoeuvre in the Cabinet 
on the EC question. The airmn 
Centre party, an important 
partner in the coalition, cam- 
paigned last autumn against 
the EC; and, as the voice of 
Norway’s rural interest, it is* 
not even keen on the idea of a 
customs union between Etta 
and the EC. - 

However, as Ur EJeQ Bonde- 
vik, the country’s foreign min- 
ister and leader of the Chris- 
tian Peoples party, told the 
Financial Times: ’There is a 
continuity in our policy with 
that of the Labour government 
This is not the time to change 
our attitude." 

His caution is understand- 
able. The latest opinion poll on 
the EC question found that 39 
per cent of those asked were 
opposed to Norway's joining 
the EC, and 32 per cent were 
favour, with the rest not know- 
ing what they want. Indeed, 
the Norwegian parliament is 
believed to have more mem- 
bers hostile to EC membership 
than its predecessor. Moreover, 
under the Norwegian constitu- 
tion. it will require a two- 
thirds majority to approve of 
the country's membership of 
the EC. And the political par- 
ties seem , reconciled to the 
need for a referendum to settle 
the issue as weft. 

“There is a scepticism 
among the voters about supra- 
national bodies such as the 
EC," admits Mrs fari TCnUrnim 
Five, the trade minister, who 
leads for Norway in. the 
Efta-EC negotiations. Like her 
p niitteni c ol lea gues she remem- 
bers with dread what happened 
IS years ago,, when Norway 
last debated the issue, of EC 
membership. The 1972 referen- 
dum, in which 53.5 par cent of 
the voters said No to the EC, 
with 4&5 per cent against an a 
76 per cent turnout, came as a 
shattering blow to the coun- 
try’s political and industrial 
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Mr* Kad (Co Oman Fhra (tight), who leads for Norway In tha ERa-EC negotiaflons, remembers wflfi dread the bfttsr confDct at flw time of foe 1972 referendum 


establishment. It is still seen as 
a nig htmar e by Norway's lead- 
ing politicians — an 
that they have no whin to see 


The division at that time, 
over whether the country 
should join or ngect the EC, 
split families in bitter conflict, 
and the personal animosities 
woe to last for many years. 
Mrs Five remembers being spat 
on by old ladies in the streets 
of Oslo when, as a student, she 
wnnpiigrwd for a Yfls vote; 
on campus she could not even 
wear a Yes badge on her lapel 
for fear of harassment. She 
talks of those times as a 
national “psychodrama”. 

ah the mriw political parti es 
were divided by the pros and 
cons of Norwegian member- 
ship of the EC in 1972, but it 
was Labour that suffered most 
of all. The split in the labour 
movement led to the formation 
of the Left Socialist party, 
which helped to push the 
Labour party below the psy- 
chological barrier of 40 per 
cent of the voting prefe r ence. 
The weakening of Labour’s 
position in Norwegian politics 
really dated from the events of 
1970-1972. 

Understandably, most Nor- 
wegian politicians prefer to 
tip-toe around the EC issue, for 


jfear of stirring up those divi- 
sive feelings a g ain. Mrs Five 
recalls that, in 1983, die played 
a prominent part in a Conser- 
vative-party review of the EC 
issue, which, clearly, pointed to 
a Norwegian application. “The 
study provoked such an outcry 
that our leader at that time, 
Kari WiHoch, phoned me and 
said drop the whole tiling at 
once," she says. 

However, two years ago her 


far moved carefully over the 
question, anxious to avoid any 
unnecessary reviv al of the old 
animosities; but many in the 
leadership believe Labour will 
be c ommitted , to making a fur- 
ther attempt at EC entry in its 
next electoral programme. 

The populist right-wing 
Progress party, under the char- 
ismatic Mr Curl LHagen . 
tended to take a rather oppor- 
tunistic view of the issue; but 


be changing. Since the 
autumn, its leader, Eric Sol- 
hetm, has begun to take a more 
pragmatic and sympathetic 
view. His party is keen to 
stress its credentials as a Euro- 
pean party with close contacts 
in both west and east, particu- 
larly among groups like Char- 
ter 77 in Czechoslovakia and 
New Forum in East Germany. 

For the Christian Peoples’ 
party, the EC remains a divi- 


The issue of Norwegian membership of the EC will not 
go away, says ROBERT TAYLOR, and we can expect to 
see important changes in the attitudes of the main political 
parties during the next three years 


present ImHat ami now Nor- 
way’s prime minister, Mr Jan 
Syse, committed the Conserva- 
tives to the cause of the EC. 
But the price he has bad to 
pay, to tty and govern, in the 
present four-year period until 
the 1993 general election, is to 
drop that . H«mMTid from the 


But the issue of Norwegian, 
membership win not go away. 
We can ezpectto see important 
changes in party attitudes over 
the next, three years. The 
leader of the Labour party, Mrs 
Gro Harlem RnnuttlimH, has SO 


Mr Hagen is on record as being 
in favour of a Norwegian appli- 
cation as soon as possible, leav- 
ing it to a people’s verdict in a 
referendum. However, Progress 
has a broad appeal across the 
spectrum in an alliance of the 
discontented, and it is reluc- 
tant to embrace an issue that 
could seriously divide its own 
supporters. 

The Left Socialist party 1ms 
displayed suspicion about the 
whole EC venture, often, 
regarding it as little more than 
a capitalist conspiracy, but its 
ideological attitude may well 


sive question, but its leader Mr 
Bondevik ackno wledges th»t it 
will have to reexamine its atti- 
tude by 19S& 

What concerns all the par ty 
leaders is the danger of a 
resurgence of the kind of Nor- 
wegian nationalism that 
fuelled the anti-EC referendum 
campaign in 1972. Among the 
affluent middle class of the 
Oslo region, the EC IioMb no 
fears; but in the Bible belt, 
along the west coast, and in 
the remote north of the coun- 
try, in areas like Finnmark, 
Norway's convergence with the 


EC is still often regarded as a 
threat to a settled, comfortable 
and insular way of hie, with 
fears that Brussels will ruin 
the fi ghiwg indust ry aH insist 
on the end of subsidisation by 
Olso for the poorer areas. 

There is also an important 

gwiHw* HHfamwi in afHtnHp^ 

to the EC. In palls, only around 
a thir d of women questioned 
say Yes to the EC, compared 
with nearly half the men. 

The underlying attitude of 
most Norwegians cannot really 
be taken for granted cm a ques- 
tion of national sovereignty. 
Many believe their pnritinn is 
different from that of other 
people in Europe. The coun- 
try’s recent history has cer- 
tainly provided potent emo- 
tional arguments for Norway's 
remaining outside the EC. ft is 
often unappreciated by foreign- 
ers that Norway is a relatively 
new country, which won its 
independence from Swedish 
Snminirtinn as recently as 1905, 
and lost it brutally dnrlng the 
Nazi occupation of 1940-45. As 
a result, many Norwegians 
often display a strong wish to 
defend th» prinrfpia of self-de- 
termination. 

Norway also regards itself as 
more of an Atlantic than a 
European country. It looks 
west, away from the Nordic 


region, and not south towards 
the continent. As a maritime 
people, Norwegians see their 
security in the last resort 
bound up with that of the US, 
not the rest of western Europe 
- which is why many believe 
that , if the North Atlantic 
Treaty Organisation were ever 
to break up, Norway would 
make a bilateral defence treaty 
with the Ame ric a n a. 

Prof TJLDerry, in his his- 
tory of Norway, published just 
after the referendum result in 
1972. put his finger on the 
problem. “As a people of the 
far north," he wrote, “the Nor- 
wegians have acquired from 
tiie physical conditions of their 
existence a special respect for 
the qualities of individual 
self-reliance, and stubborn loy- 
alty to ties of neighbourhood 
and calling which were devel- 
oped as the labours of many 
generations built up the thou- 
sand homes’ Of national 

anthem. As a very small peo- 
ple, they have learnt to con- 
sider wntiwifli independence to 
be the sumnmm bonum” 

Yet that sense of being a 
people apart should not be car- 
ried too for. Norway is just a 
member not just of Nato and 
the Council of Europe; it ha« 
observer status in the Western 
European Union, and holds 
regular meetings with the EC 
commission at the start and 
end of each six-month EC pres- 
idency. 

Unlike Sweden, Norway has 
no time for neutrality and has 
therefore been able to develop 
an associated relationship with 
the so-called European Politi- 
cal Cooperation process (EPC) 
of the EC, which Mr Syse told > 
EC President Jacques Defers, 
in a visit to Brussels last 
month, he wants to see 
strengthened stiH further. 

Nobody in Brussels or Oslo 
doubts that, if Norway seeks 
EC membership after IS 93, its 
application should raise no 
serious difficulties. Whatever 
happens in the 1990s, Norway 
will have to readjust to the 
dynamic of economic and polit- 
ical integration in western 
Europe; and, as the EC’s 
ambassador in Oslo, Mr Aneu- 
rin Hughes, keeps felling the 
Norwegians, there is no good 
reason to assume that, as a 
small nation, they will lose 
their identity or sacrifice their 
weft-being by joining the EC. 

Privately, most of Norway’s 
political leaders accept that 
But they stfll have to embark 
on a major exercise to con- 
vince the majority of their vot- 
ers that this is so. The shadows 
cast by 1972 still haunt the 
Norwegian scene. 


Problems 
taxing 
the Danes 

DENMARK, as the only Nordic 
country in the EC, may have 
none of the practical problems 
of Its northern neighbours in 
adjusting to the realities of 
post-1992 decision making of 
the European Economic Space, 
but it has enough headaches 
of Us own in merging its high 
public spending welfare 
system into line with the rest 
of the inner market 

13115 may help to explain 
why Danes are among the 
least enthusiastic EC 
members, and still elect 
anti-EC members to the 
European Assembly. 

The country’s high level of 
taxation may be in line with 
the rest of the Nordic region, 
but it is far above the EC 
average, and any future 
ha rmonisati on could force 
Denmark to change much of 
Its generous welfare state. 

Pool Schlnter’s centre-right 
government is carrying 
through a massive 
restru c tu ring of the tax 
system, to bring Denmark 
more into line with the rest 
of the EC, at least In the 
amount of tax paid on Incomes 
and capital; bnt the problem 
of harmonising Indirect taxes 
will prove more difficult. 

The Danish industrial 
st ruc ture of small companies, 
concentration on low 
technology exports, a low level 
of research and development, 
are also causes for concern 
about the 1992 challenge. 

Bnt tiie pessimists may be 
confounded. Denmark’s 
economy over the past 12 
months has begun to improve, 
and the EC stimulus could 
bring a fresh Injection of 
Investment activity and 
re s truct uri ng in the industrial 
sector. The wave of banking 
mergers and acquisitions in 
recent months, in preparation 
for 1992, could be a useful 
pointer to what will happen 
elsewhere in D enma rk's 
industrial structure. 

The success or failure of 
Denmark as an EC member 
is bound to have an impact 
on its Nordic neighbours. 

Their hopes or fears will be 
tested in what will happen 
to the Danes in the next few 
years. Denmark may be a 
harbinger of what the rest at 
the region might expect from 
the 1992 realities. 

Robert Taylor 







Our origins may have been in Sneden but 
95% of our markets axe elsewhere. 

And, while- our roots of 8Q years or sp in 
European markets have been a good 
starter; we first gave priority to “single 
market" thinking in the early 70s. Even 
so it has given us a two-decade lead time. 

_ That was when the “heavyweight" SKF 
manufacturing companies inW Germany, 


Italy, Fiance, Sweden and the U.K. 
involved themselves In a massive inte- 
gration programme. These were 
backed up by the domestic companies 
in the other European markets, and 
aided by the Group’s Global forecasting 
and Supply Centre in Belgium, and the 
SKF Engineering and Research 
Centre in the Netherlands, the most 
comprehensive in the business. 


Survey success 

A top W. German business journal 
indicated the success of our venture. 

Of the many leading companies in its . 
survey to see who were best prepared for 


1993, SKF was rated as number three in 
Europe, and number one ^Sweden itself. 

With only two years Remaining, we’re 
glad we’ve already mad^ it. 


SKF, the world’s leading manufacturer of bearings, employs some 4 ->,000 people. It has a 
presence in every one of the 12 EEC countries plus an additional 120 countries worldwide. 

As well as the European presence , our manufacturing base is underpinned by 80 factories 
strategically positioned around the Globe. 
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The industrial and financial implications: Much of the Nordic countries’ trade is already with European Community members 


Norway will liberalise rules 
for ownership by foreigners 


IN HIS youth, Mr Aire Thorvik 
was a passionate opponent of 
Norwegion EC membership. 
Today he is the vice president, 
international division, of the 
Confederation of Business and 
Industry (CNBI), which is lob- 
bying for membership. 

In the short term, Mr Thor- 
vik is charged simply with 
ensuring that Norwegian com- 
panies remain competitive 

From 

KAREN FOSSLI 
in Oslo 

when the community’s Internal 
market is established. 

Currently 56 per cent of Nor- 
way’s traditional exports - 
worth NKrSlbn (£-L6bn) in 1988 
- go to the EC. 

Mr Thorvik would prefer 
that Norway was able to exert 
"real” over EC deci- 

sions that will affect business 
conditions within the commu- 
nity for his members after 
1992, and is therefore among 
the growing number of Nor- 
wegians who have been con- 
verted to the idea of EC mem- 
bership. He believes his views 
reflect a national change in 
ontiook since the 1972 EC refer- 
endum. 

The CNBI, which was formed 
only a year ago, from several 
industrial federations, serves 
the economic and political 
interests of over 10,009 indus- 
trial, trade and service enter- 
prises. Member companies 
employ approximately 400,000 
of Norway's 2.1m workforce 
(the population is a mere 42m). 

Privately, some CNBI mem- 
bers have expressed frustration 
over the its failure to state 
cfeariy that EC membership is 
imperative. They fear that an 
EC-Efta treaty is not enough to 
secure their future competi- 
tiveness within the EC, 
because companies In EC coun- 
tries will receive preferential 
treatment 

Svein Aaser, chief executive 
of Hafslund Nycomed, Nor- 
way’s second largest publicly- 
quoted company, which has 
main interests in pharmaceuti- 
cals, is sceptical about Nor- 
way's “having to take a 
detour” through the establish- 
ment of a joint EC-Efta Eco- 
nomic Space before member- 
ship can be achieved. His 


company in 1989 invested 
between NKrLSbn and NKr2bn 
in EC-based companies, and is 
one of the few Norwegian com- 
panies strong enough expand 
out of Norway. 

Mr Aaser pulls no punches 
when it comes to the fiituie of 
Hafslund. if necessary, he has 
said, he would have no q u al ms 
about shutting up shop in Nor- 
way and moving into the EC. 
For the time being, he has 
sought to avoid this through 
various EC-based company 
ac quisitions or liaisons. 

“Restructuring of Norwegian 
industry is absolutely neces- 
sary to create stronger entities, 
though current concession 
laws on ownership will have to 
be revamped to reflect a more 
international orientation,” he 
said. 

Torvild Aakvaag, chief exec- 
utive of Norsk Hydro, Nor- 
way’s largest publicly-quoted 
company, agrees, in that he 
feels one of the main chal- 
lenges to Norwegian industry 


this society right now which 
has taken a clear stand on 
membership,” said Mr Thorvik. 
"But our [CNBI] position is 
twofold. A long-term [for the 
next few years] goal is for 
membership. But in the 
short-term it Is the EC-Efta 
process. 

“We have a three-track 
approach: selling membership 
to the Government and parlia- 
mentarians; [secondly] the Efta 
approach is a fact which we 
cannot wish away, and it is 
also the Government's 
approach - and we must not 
rule out the possibility that It 
wQl succeed. The third is moni- 
toring the EC, so that we can 
adapt to its new directives,” he 
explains. 

Recently, the Government 
announced its intention to lib- 
eralise ownership roles. For- 
eigners may now own up to 33 
per cent of a Norwegian com- 
pany. In fl fjdiHnn^ tar are 
to be reformed to encourage 
investments in business in 


The head of Norway's largest publicly-quoted 
company feels that a main challenge to 
industry is a sensible restructuring, to 
strengthen competitiveness before 1992 


is a sensible restructuring to 
strengthen competitiveness 
before 1992. 

“For Norsk Hydro, we have 
established several positions 
within the EC as a way to 
improve our ability to compete 
after 1992,” he explained. In the 
period 1984 to 1988, Norsk 
Hydro invested NErS^bn in 
companies based in EC coun- 
tries to underpin its future 
there. 

Mr Aakvaag, too, is calling 
for a revamp of Norway’s pol- 
icy towards ownership. 

But Mr Thorvik is sceptical 
about fears that Norway will 
fare poorly as a result of an 
EC-Efta treaty. One of the 
many EC working groups 
within his charge is occupied 
solely with judging the impli- 
cations of the community's 
70,000-page acquis commurum- 
tain, and liaises directly with 
Norwegian government negoti- 
ators. 

“There is only one organisa- 
tion - excluding political par- 
ties - of a certain strength in 


industry. 

“How can we expect free 
access for establishment in the 
community if we restrict 
access for establishment in 
Norway?” asks Ur Thorvik. 
"We must adapt the commu- 
nity competition policy as lib- 
erally as possible. Our concern, 
however, is that the Govern- 
ment wants full and equal 
access to the EC. That’s all 
nice and fine, but the message 
from the EC is that *you can- 
not travel first class on a Euro- 
pean train with a child’s ticket’ 
- Le. yon should not expect all 
the benefits while remaining 
outside." 

The old . Norwegian argu- 
ment of loss of sovereignty was 
no longer valid, be said. "Sov- 
ereignty hasn’t worked for us 
in many ways - remaining 
outside the community, Nor- 
way has not managed to pre- 
serve its fish resources; it 
hasn't helped avoid environ- 
mental problems; it hasn't 
helped preserve our districts or 
regional policies - in these 


respects wa are no bettor off 
th an most community coun- 
tries.” 

Vet Mr Thorvik felt that the 
Government’s scrutiny of the 
acquis communautiere was too 
quick. “It has a speed which is 
almost scarey. For we might so 
easily go wrong somewhere. 
This Is the most complicated 
trade negotiation of modern 
times. 

“If we were negotiating 
membership it would be a mat- 
ter of just accepting the acqui, 
but here what we are seeking 
to do is find out the relevant 
Parts of the scooi on which 
negotiations will be based. We 
do not want a reaction within 
the EC to be created whereby 
they believe we are not willing 
to play the full game. 

“For us, membership is the 
next logical step, though for 
other Efta members this is hot 
necessarily the case. Therefore, 
the acquis is viewed differently 
by the individual Efta mem- 
bers. 1 think we must be ready 
to j gwife at some point fimt, £f 
the EC-Efta process is. not 
working; we will jump the Efta 
train and go straight to Brus- 
sels before the community 
loses interest in new mem- 
bers.” 

However, Norwegian busi- 
ness and industry is not leav- 
ing much to political chance. 
Companies that are able are 
securing EC links. This is soon 
to be helped by the establish- 
ment of a database, to be 
administered by the Export 
Council of Norway, which will 
provide information, about EC-i 
based companies with whom 
they could form links. 

According to figures from 

K qm r tflnan*; the e«p»ri finan- 
cing institution of Norwegian 
commercial banks, in 1987 it 
funded some NKr570.3m to 
Norwegian companies for the 
establishment of finks with 
EC-based companies. The fig- 
ure fell to NKr44S.4m in 1988. 
and to NErlOO Jm last year. 

The Export Council says 
that, by 1386, Norwegian com- 
panies owned at least a 10 per 
cent stake in 209 EC-based 
industrial companies. In 1987 
the figure climbed to 396, but 
slid to 322 by 1888. For EC- 
based service companies the 
figures are 485, 537 and 719 
respectively. 


Forest mergers forecast 


IT DID not take long for Finns 
to get a preview of how 1992 
would change the face of the 
country’s forestry industry. 

ifetSa-Seria, one of Finland’s 
largest forestry groups, sur- 
prised ever yo ne last month by 
aggressively biting into United 
Paper MiDs (UPM), the coun- 
try’s fourth largest. 

Mr Nfflo , man- 

aging director of UPM, 
expressed dismay at Metsa- 
Serla’s acquisition of around 30 
per cent of his company, and 
that such a stake could be pur- 

From 

ENRIQUE TESSIERJ 
in Helsinki 

chased far the investment cost 
(FMi.3bn to FM2bn) of one 
paper machine and a structure 
to house it 

Metsd-Serla had the capital 
to a chunk of UPM. since 
it lost a battle with Fletcher 
Challenge. c£ New Zealand, last 
December for UK Paper, the 
leading fine paper group pur- 
chased from Bbwater Indus- 
tries four years ago. 

Only two . months ago, when 
Mr Jukka Harmffia, president 
of state-owned Enso-Gutzeit, a 
leading forestry group, pon- 
dered over the effects of 1992 
on Finland’s forestry groups, 
he felt that the country's u- 
odd forestry companies would 
merge into four big ones, 
which would include Enso- 
Gutzeit, Metsa-Serla, UFM and 
Kymmene. 

Even if Metsa-Serla’s new 
stake in UFM suggests that 
Finland may gnd up with three 
large forestry groups, the 
acquisition was significant, 
considering that UFM belongs 
to the sphere of Influence of 
KansaHis Osaka pankki (KOF). 
one of Finland’s two largest 
banks, and MetsSrSeria winch 
belongs to Agricapital. 

An antiquated Restricting 
Act, passed in 1939, has been 
mainly responsible for prevent- 
ing foreign companies coming 
to Finland. 

One of the areas where for- 
eign ownership or competition 
is restricted is the forest-based 
industry, as well as in securi- 
ties trading, mining, refining, 
among others. 

Although a committee has 
been set up by the Govern- 
ment, to bring the Restririing 
Act up to date, the general con- 
sensus in the forestry industry 
is that, since the sector is so 
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developed, acquisitions by for- 
eign companies are unlikely to 
happen in Finland but moreso 
' in continental Europe. 

Even if major banks in Nor- 
way, Sweden and Denmark 
have been merging in order to 
volume,. Mr Jaakko 
Lassila, president of KOP, 
believes that no such scenario 

wfll TTT>frdri in VfrnlawH . 

“I do not see any reason for 
Finnish, banks to merge,” said 
Mr Tamara, “fi Is mliltely that 

foreign banks will come to Fin- 
land, since the country is so 
over-banked.” 

Especially dining the last 
decade, Finnish companies 
have been active in purchasing 
companies in three market 
areas: the EG, Efta and the US. 
Investments by Finnish, compa- 
aiea globally have grown from 
PM2.07bn in 1985 to FMlL79bn 
in 1389. 

Of these, FM4.67bn was 
investwl in the EC; FMSL92hn 
in Efta countries; and 
FM&34bn in North America 
(FM2-46bn in the US)- Like- 
wise, foreign investment in 
Finland grew from FMLiebn in 
1988 to FMLSSbn last year. 

Finland's increasing stake in 
western European comes from 
the urgent need to gain a foot- 
hold in the market and by 
increasing volumes by forming 

joint ventures* strategic alli- 
ances and even cross-owner- 
ship schemes in the future. 

Considering the fimWwH poa- 

KihnftiPK that tha n ational ttihtv 


ket can offer,:- tfigopOUes like 
the wholesal&xetailer Kesko, 
Finland's second largest com- 
pany, ara seeking strategic alli- 
ances outside Finland. It is not 
dear whether these »Ttian«« 
aim at limiting competition. 

Hafca, the largest construc- 
tion group, Is also taking 
important steps at forming 
strategic alliances that would 
involve cross-ownership. Mr 
Pertti NaulapM, president of 
Haka, stated ih^ “tins grand 
alliance would Involve Euro- 
pean and US construction com- 
panies, and its aim would be to 
co-operate and offer market 
possibilities with respect to 
their area of specialty." 

Neste, the state-owned oil 
and chemicals group, is one of 
the companies to suffer most 
from increased liberalisation, 
because it holds a monopoly on 
oil Imparts to Finland and runs 
the country's only two refiner- 
ies. 

Around 45 per cent of 
Neste’s net sales last year were 
generated from its oil trading, 
and supply operations. -Since 
oil plays an important poUtico- 
economlc role in Finnish-So- 
viet semi-barter trade, it will 
be Interesting to see how 1992 
will effect this trade. - 

Nokia, Finland's largest 
listed group, has, in the past 
years, expanded into interna- 
tional markets, and today 
receives around 67 per cent of 
its net sales from its intenm- 
tional operations. Having 


too fast without consoli- 
r Nokia has been forced 
to divest, streamline and 
restructure Its operations to 
create a healthier basis. 

Consumer electronic groups 
such as Nokia, as well as otter 
national companies that 
receive the bulk of their net 
sales from abroad, are the least 
worried about the opening up 
of the national economy which 
1992 will encourage. 

The late Mr Earl Eairamo, 
ex-chairman and chief execu- 
tive of Nokia, who died ih 1988, 
was a far-sighted industrialist 
whom, many still miss. He was 
largely responsible for spear- 
heading a campaign to coax 
the Government to join the 
Council of Europe in April 
2989. - 

Mr Simo Vuorilehto, chair- 
man and chief executive of 
Nokia, believes that his group 
wifi be able to survive in the 
fixture only by being “the best 
or near bestin ife fieMV. 

“Tfae internationalisation of 
industry has to be accepted on 
a spiritual leveL International- 
isation does not occur if we 
take an opportunistic attitude 
by venturing to “pick the rai- 
sins from the [EC1 bon*, as one 
potitidan ance said.' 

*T have said that the concept 
of national patrimony is in 
between people’s ears. It is not 
important who who owns the 
company, as long as it is a 
E u ropean company,” Mr Vuori- 
lehto added 
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■ . ■ FT writers in three capitals discuss the opportunities that wilt arise and the problems that must be faced as 1992 approaches 


Single Market changed Swedish priorities 


SWEDEN MAT. not : be a 
member of the European Com- 
munity, bat Sweden Inc is. 

T&e' 'qpiestlra -of^wbetbar 
Sweden, should Join the EC Is 
no longer a matter of great 
otranem or.mueit relevancefor 
the country's . biggest compa- 
Dies. The? have enquired de 
facto membership by investing 
heavily, baying companies and 
building factories, in the yt EC 
countries. ' 

Swedish -c orporate Interest in 
the EC would appear to be nat- 
ural, because: the community 

■ Ron 

JOHN BURTON 

to Stockholm . 

consumes half of Sweden’s 
exports: But only five: years 
ago, Swedish- executives wane 
furmeling main' investment to 
North America than to western 
Europe. B was the decision by 
Brussels, in 1385, to create the 
Single Market that caused the 
priorities of Swedish business, 
in its global strategy, to be 
revised 

The Jump in direct invest’ 
meat in the EC has been par- 
ticularly noticeable in tbs last 
few years. While Swedish com- 
panies invested only SKrUJbn 
(£39 6m) in the EC in 1985, 
spending soared to 5Kx25J9bn 
in 1988, accounting far 58 per 
cent of all Swedish direct 
investment abroad, according 
to Sweden's central bank. 

The figures, 'moreover, - 
understate the true of 

Swedish corporate investment 
in the EC, as the Bank does not 
take into account profits rein- 
vested by the EC-based subsid- 
iaries. 

The increased Swedish cor- 
porate presence' in the EC. 
which now is home for half of 
the Swedish multinationals’ 
overseas production and 
employment, reflects both 
hopes and fears surrounding 
1992 and its consequences. The 
Soda! Democratic govern- 
ment's stubborn refusal to - 
apply far EC membership has 
been a key factor farcing Swed- 
ish companies to establish 
more production facilities 
within fee co mm unity in order 
to avoid possible future trade 
barriers. 

Swedish companies also 
believe the internal market 
will improve sales opportuni- 
ties. Ericsson ana ASEA 
Brown Boveri (ABB), far exam- 
ple, predict that the deregula- 
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M&As AND MAJOR INDUSTRIAL PROJECTS 

■HtoilSnn by SwdM’t laacflng eontpanln 
In lh« EC during the M four ywn 


ASEA BROWN BOVERI 

IBM 40% ibdw to British Red Bnafn —rin g (BREL) 

IMS —50/50 Jo M veflhn e om pruiy with Stamen* In Weal Germany 
1887 *”=» merges wtth Brown Boveri ot Switzerland 
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„ Acquires Krftmer A Grebe, West Germany 
.Acquires MacMnefabrfefc, Hi* NeOteriMds 


.Constructs factory el Hamel Hempeleed. UK 
— „F«pand« production faeBfHea In Belgium 


i good* and Utahan equipment dMelon ol 
Thom EMI, UK 
— - — A*r ,hrM Zanueel, Roly 


ERICSSON 

19M Completes acquisition of Thom-Ertcesoo Te l eco m munte n flons 

1987 ObtafcM 26% stake In French telecomms company CGCT 

1987 *«"■— co mpl i H control of Spanish subsidiary MTELSA 


SKF 

1988 rei*ndi«i new sal e* office* In Holland and 

Belgium; expands production In UK and West Germany 


VOLVO 

1988 a Acquires Layfand Bus, UK 

1987 ^Expands production fac j lflle* at Qheot truck plant, Belgium 


SwMflah companies already have substantial Investment* in the EC: Volvo 440s on Urn robot welding line, at Boro, In 0m Netherlands 


felon of government procure- 
ment will boost their chances 
of winning orders for telecom- 
munications and power trans- 
nrisshm eqnlpmenuh addition, 
Swedish executives - are 
responding to the same factors 
that are discouraging foreign 
investment in Sweden. These 
range from Sweden’s small 
domestic market to Its remote 
geographical position on the 
periphery of Europe. 

'Moreover, the investment 
cHmate in Sweden is showing 
signs of deterioration. Wage 
growth is accelerating doe to a 
shortage of awned labour. Eco- 
nomic ' growth has slowed, 
while productivity ban virtu- 
ally stagnated. Worker turn- 
over is hlgh and absenteeism 
has beotme a naHnnal m-»nri nl 
Flans for the abolition of 
nuclear power have raised 
uncertainty about whether 
there will be enough cheap 


energy in the future. 

While Swedish corporate 
i n ve s tment is rising in the EC, 
it la undergoing changes 
in terms of spending patterns. 
Industrial p u ywim; remain the 
chief investors In the EC, 
accounting for two-thirds of 
capital ex p end iture , but their 
percentage is falling as spend- 
ing in the tiwa nrfai sector 
prop er ty markets climbs. 

The abolition last year of 
Sweden’s foreign exchange 
controls- allowed the country’s 
cash-rich insurance companies 
to purchase property abroad 
for investment purposes for the 
first time. 

Skandia, Sweden's largest 
insurance company, three 
months ago concluded the 
country’s shmie biggest foreign 
pr oper t y deal by buying real 
estate and construction pro- 
jects In London, Madrid and 
usban for SKrtJSbn. 


Swedish banks are also 
posed to step up their acquisi- 
tion of banks within the EC, as 
part of the general trend 
towards the consolidation of 
European hanking. The rece nt 
decision by the Government to 
lift the ban on foreign owner- 
ship in the country’s banks 
will make it possible for Swed- 
ish banks to raise cp pfort on 
European bourses In order to 
finance t hese takeovers. 

Among Swedish industrial 
companies, most spending in 
the EC Is directed towards pro- 
duction. But, as this expands, 
the re-location of research and 
development facilities from 
Sweden is likely to follow. 
Volvo, far example, now con- 
ducts 90 per cent of its 
research in Sweden. But it 
recently announced Dm* most 
of its future research pro- 
grammes will be conducted 
abroad. "We must be closer to 


our markets,” explained Volvo 
president Gunnar Johansson. 
ABB’s biggest research centre 
is now based in West Germany. 

Since 1987, Swedish compa- 
nies have also been concentrat- 
ing more on gaining new pro- 
duction faculties through 
acquisitions and mergers 
rather than expanding their 
own existing ones within the 
EC. Companies from Sweden 
made the seventh largest 
amount of acquisition and 
merger deals, valued Ecu 
L37bn, in Western Europe in 
1989, according to Translink'a 
European Deal Review. Of this, 
78 per cent, or Ecu L08bn;toak 
place within the EC. 

Most Swedish corporate 
takeovers last year occurred in 
the UK, totalling Ecu 587.5. 
Indeed, the UK has tradition- 
ally led the rest -of the EC 
countries in attracting Swedish 
direct investment, although it 


was temporarily eclipsed by 
the Netherlands in 1988 as 
Swedish investors poured 
money into tiw> booming Dutch 
pr op er t y market 

The pace of investment 
activity by Swedish multina- 
tionals has guaranteed their 
continued access to the EC 
market In a recent survey am- 
ducted by Swedish Metal 
Workers' Union about corpo- 
rate-attitudes to the EC, execu- 
tives admitted that Sweden’s 
nan-membershto presented few 
obstacles forthem. The prob- 
lems caused by non-member- 
ship were relatively minor, 
ranging from difficulties in 
gaining work permits for 
Swedes holding executive posts 
in EC subsidiaries to limited 
access to some of the ECa 
research programmes. 

The Government's push to 
harmonise the cou n tr y’ s laws 
and regulations with those of 


the EC are farther reducing 
potential barriers, although the 
executives still worry about 
tim lack of Swedish influence 

on wiartff rn Brussels. 

Although Swedish multination- 
als have essentially bought 
their way into Community 
through direct investments, 
they could leave a shrinking 
industrial base at home. 

Small and medium-sued 
companies do not have the 
financial resources to follow 
into the EC, and the hundreds 
of concerns that depend for 
their livelihood on sub-con- 
tracting work from the multi- 
nationals could wither as the 
industry giants continue to 
shift their activities to the con- 
tinent 

The prospect of disinvest- 
ment represents a powerful 
argument for Sweden’s joining 
the EC, according to business 
leaders. 

“We could see lower invest- 
ment and thus stagnant 
growth is oar country if pres- 
ent policies on the EC con- 
tinue,” says Tom Wachtmeis- 
ter, president of Atlas-Copco. 


Mr Wachtmeister has indi- 
cated that Atlas-Copco could 
follow the example of such 
Swedish companies as ASEA, 
Tetra-Pak and IKEA in moving 
its corporate headquarters to 
the continent if Sweden 
remains outside the EC. The 
threat of a dwindling industrial 
base is also persuading some of 
the trade unions, such as the 
Metal Winkers' Union, to push 
at least for closer ties with the 
EC, if not outright member- 
ship. 

Proponents argue that EC 
membership would also pro- 
vide other benefits. It wmild, 
for example, promote the freer 
movement of labour and thus 
help solve Sweden’s shortage 
of skilled workers and ease 
pressure on wages. 

A study conducted by the 
Swedish Federation of Indus- 
tries predicted that Sweden’s 
industrial growth rate in 1990s 
would be 4 to 6 per cent (dou- 
ble what is expected to be) if 
Sweden joined the EC, and it 
would boost exports by 
between SKrTbn and SKr9bn a 
year. 


A WAKE-UP CALL FROM 
THE INFORUM GROUP 
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DOCUMENTATION 
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Total Project Management 
Information Analysis 
Authoring 
Graphic Design 
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Desktop Publishing ■ 
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Telub Inforum Group 

For further Information, please contact 

Sweden: 

Telub inforum AB, Vfojft 
Goran Ramfors: Tel: +46 470 420 00 
Fax: +46 470 154 28 

Norway: 

Industrie! Dofcumerttasjon, Oslo 
Christopher BkXTU Tel: +47 372 41 06 
Fax: +47 373 56 41 

United Kingdom 
Industrial Artists Lid. Hltchin 
SPS Technical Lid, Portsmouth & Aberdeen 
Alan Craig: Tel: +44 462 420024 
Fax: +44 462 420394 

Was* Qennany: 

Telub Inforum, Stuttgart 
Alan Craig: Tet +44 462 420024 
Fax: +44 462 420394 . 


Goede morgen Belgie 
Bonjour Belgique 
Guten morgen Schweiz 
Bonjour Suisse 
Dobry den £eskosIovenska 
Guten morgen Deutschland 
God morgen Danmark 
Buenos dlas Espana 
Bonjour France 
Good morning Great Britain 
Kalimera Hellas 
| Jo reggett Magyar 

Buongiomo Italia 
God morgen Norge 
Goede morgen Nederlands 
Boas dias Portugal 
Dzien dobry Polska 
Buna dimineata Romania 
God morgon Sverige 
Hyvaa huomenta Finland 
Dobroe utra Sovietsky Soyuz 
Dovro utro Jugoslavia 
Good morning Europe! 
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Service than just our 
London Branch 


Den Danske Bank is the largest bank in 
Denmark. More than one third of Derunarks 
international transactions are handled by our 
bank. This has given us expertise in service, 
and advice to companies importing from or 
exporting to Denmark. 

We were the first Danish bank to set up 
abroad and the first to open our own branch 
in London. 

With branches throughout Denmark and 
with international branches in London as well 
as in New York, Singapore, Hamburg, Frank- 
furt, a subsidiary in Luxembourg and a repre- 


sentative office in Tbkyo we are ideally placed 
to provide the expert advice and make the 
quick decisions your company needs when it 
comes to investment, finance and payments to 
and from Denmark. 

Tb learn more about Den Danske Bank's 
potential as your business partner, please call us 
on 01 628 3090 and ask for Angus MacLennan 
or Per Skovhus. 

7 DEN DANSKE BANK 

▼ London Branch. 

10 Broadgate, London EC2N 2RA. 

Phone: 01 628 3090, Tdex 896229 ddblong. 
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C THE NORDIC COUNTRIES 6 ) 


IT IS hoped that the outline of the 
new economic Europe will be 
revealed to the 23tb anniversary 
conference of the European Free 
Trade Association, in Gothenburg, 
hi June. 

Mr Jacques Delors, president of 
the European Commission, has 
agreed to attend, and so have the 
six Efta heads of government. It 
promises to be a memorable gather- 
ing. 

Certainly, both Efta and EC lead- 
ers seem keen to establish a new 
more integrated relationship 
between their two economic blocks 
through the establishment, from 
January 1993, of what Is being 
called the new European Economic 
Space (EES). 

The Efta way to a wider Europe, 
through "osmosis” with the EC, is 
regarded by all the Nordic states, 
tor differing motives, as the best 
possible Interim solution to the 
problems they face with the arrival 
of the EC’s internal market at the 
end of 1992. 

Indeed, the Impetus in Efta tor 
such a development has come 
mainly from the Nordic states. Neu- 
tral Austria has assured fellow 
members that it Is tolly behind the 
current discussions with the EC; 
but it put down a marker tor the 
future last summer, when it sent in 
a formal application to Brussels for 
foil EC membership; while Switzer 
land has often appeared to be 
unsure of its r« « tu m tTne n t ; to the 
EES, because of its traditional con- 
cern for its sovereignty. 

It Is the Nordic countries that 
have invested the greatest degree of 
political capital in the successful 
outcome of Etta’s current negotia- 
tions with the EC. 

Efta has been a reactive organisa- 
tion, ever since its birth in I960 in 
response to the creation of the EC 
three years earlier. The 1972 and 
1973 Industrial free-trade agree- 
ments occured because of the 
enlargement of the EC to cover Den- 
mart, Britain and Ireland; while the 
1984 Luxembourg accord, with its 
vague commitment to the creation 
of the EES, came at a time when 
the EC was starting to develop the 
inner cohesion for its launch of the 
internal market commitment. 

The latest bout of negotiations 
underlines that fact. After all, it 
was President Drier's initiative, in 
January 1989 in his speech to the 
European parliament, that provided 
the impetus for change inside Etta. 
His call for a new relationship 
between the EC and Etta, based on 
joint decision-making, stirred Efta 
countries to more decisive action. 

What is not often realised is that 
this rallying call was encouraged by 
the then Norwegian prime minister, 
Mrs Gro Harlem Brundtland, and 
Spain’s prime minister Felipe Gon- 
zales. As respective presidents of 
Etta and the EC Council of Minis- 
ters for the first six months of 1989, 
both were keen to explore the possi- 
bility of integration between the 
two blocks. It is often for go tten that 


As Efta and the EC seek a new economic relationship, Robert Taylor looks 

Through Space to the new Europe 


the March 1989 conference of Efta 
beads of government, in Oslo, was 
arranged on Mrs BrandUand’s ini- 
tiative before, and not after, Mr 
Delors’s Strasbourg address. 

During the past 12 months, the 
pace of the discussions has quick- 
ened, and this spring formal talks 
between Efta and the EC are expec- 
ted to begin on the creation of the 
EES, in the hope that, by early 1991, 
a treaty wifi be ready for ratifica- 
tion which will have the force of 
international law. 

While there are some genuine dif- 
ficulties to overcome, prospects for 
a successful outcome have been 
helped by the exclusion of agricul- 
tural policy and taxation questions 
from the proposed EES. 

The Efta members have already 
accepted much. All say they win 
implement the four banc freedoms 
of the EC’s single market, covering 
the movement of goods, capital, 
labour and services. They also go 
along with measures In what are 
called the “flanking policy areas” 
related to research, education, 
transport, the environment and the 
social dimension. More immedi- 
ately, the Etta countries recognise 
in principle that they wzZZ have to 
implement in their own legislation 
the existing EC rules and regula- 
tions, the so-called acquis coimmir 
nauta ir e . 

The process of convergence 
between Efta and EC actually began 
five years ago, in the Luxembourg 
process which has already produced 
detailed agreement in areas like 
technical barriers to trade, public 
procurement and rules of origin. 
But now negotiations are deeper 
and broader in scope. 

The Nordic countries have differ- 
ing views of what might be accom- 

The hope is that, by early 
1991, a treaty will be 
ready for ratification 
which will have the force 
- of International law 


plished. While Sweden still hankers 
for a customs union covering the 
EES which presupposes a common 
external tariff Norway, lor domes- 
tic political reasons, is content to 
create what is being described as "a 
fun damentally improved free trade 
area”. 

Moreover, all Efta members have 
their own special concerns that 
they want to safeguard as excep- 
tions in any EES treaty. 

For Iceland, a satisfactory deal <m 
fish is vital, which would ensure 
free access to the wider European 



Mr Jacques Defers: his speech to flw European parliament provided toe Impetus for _ 
Ms rallying can was encouraged by toe then Norwegian prime minister, Mrs Gro Ha rhwn 


(inset) 


market, while safeguarding Icelan- 
dic fish stocks. The Finnish govern- 
ment is keen to maintain restric- 
tions to prevent foreign ownership 
of the country's forests. Norway, 
with its current high unemploy- 
ment, wants to uphold some form of 
restriction oh, and control of, 
labour immigration. 

As the head of Sweden’s negotia- 
ting team, Mr Ulf Dlnkelspiel, 
argues, the final outcome will 
depend an a balance between ri ghts 
and obligations. But the EC will be 
keen to ensure the number of excep- 
tions remains small. Brussels i»»» 
no wish to sanction an agreement 
that enables Efta states to achieve 
all they want in an BBS without 
shouldering any of the burdens car- - 
lied by the EC as the price of man- * 
bership. 

It seems as though the Nordic 
states recognise this. Indeed, over a ’ 
wide range of subjects there is 
likely to be relatively trouble-free 
negotiations. This appears to be 
true of: the standardisation of rules 
on competition mod anti-dumping ; 
the opening up of markets to public 
procurement; the removal of state 
subsidies in industr y; and thp win 


of restrictions on the foreign owner- 
ship of Nordic industr y. 

In the flanking areas, progress 
wfllbe rapid. The Etta countries all 
want to Join the newly-formed Euro- 
pean Environmental Agency, and 
- the Erasmus. programme that facQi. 
fates the exchange of students and 
teachers. They participate already 
in specific EC programmes, like 
Cornett covering" co-operation 
between untarsities and industry 
on trahdng in technology. The Nor- 
dic states are especially keen to 
strengthen the 'social dimension 
under pressure from their own pow- 
erful trade union movements. In 
areas Hte consumer protection and ‘ 
to urism, agreements are, envisaged. 

But some fundamental problems 
have yet to. he overcome before the" 
EES can becomes reality. The first 
concerns the dedskuHnaklng pro- 
cess. As Mr Dinkenspiel argues: 

"We recognise the autonomy of 
the EC in rm-rria kinfr Rfb» haa 

never at participating in 
Internal ifelfli ar atinna and ttowidnrw 

of the Community in EC matters. 
On the other band , Etta’s aim is to 
participate on an equal footing in 
decisions on Joint matters cove re d 


• by the EES.” 

In tba words, of the Efta minis- 
ters’ statement last December; “The 
- B « t ahW»hnipnt of a pwrnlnp joint 
dedgfcm-making ww»haitfan fn sub- 
stance and form Is a basic prerequi- 
site for the political acceptability 
a nd th e legal effectiveness of an 
agreement* 

Norway's trade minister, Mrs 
Kad Enllman Five, goes even fur- 
ther. In her opinion, Tt is essential 
that real participation in decision- 
making applies at all stages of the 
process, from the introduction of a 
. proposal to a final dorini^ Rfr a 
’ most work to promote solutions 
which win place the parties on as 
equal a footing as possible." She 
argues that a key Efta aim is to 
ensure hew bbb regulations are 
made by Efta and the EC seated 
around the Mnw tehin having one 
vote each. 

But, on a visit to the Nordic 
region last month, the EC's vice 
president. Sir Leon Brittan. said: 
We can. devise new syst em s for 
consultation «hd discussion. The 
Community can involve Efta as 
closely as possible, as decisions are 
prepared. But, in the last resort, the 


C amnnmit y must remain master of 
its own decision-making” 
fit talks in'January with Sweden's 
prime minister, Ingyar Cerlsson, 
and then Norway's prime minister, 
Mr Jan Syse, Presidant Delors aril 
bis colleagues made it dear that 
they wanted to resolve this tricky 
question in as an imaginative way 
as possible. But it will require con- 
siderable diplomatic finesse to 
square the EC’s determination to 
’ uphold its autonomy in decision-, 
making and Etta’s desire to be 
directly involved in the process. 

The second problem concerns the 
enforcement of agreed rules and 
regulations within the EES. As Sir 
Lean told the Swedes last month: 
“Both sides ~may have been, tiptoe- 
ing aroundthese difficulties rather 
-too delicately- as the negotiations 
have developed, not wanting to 
draw too much attention to an awk- 
ward obstacle in the path -we - both 
want to taka.” 

He gave his Swedish business 
audience a good example from his ; 
own. policy area of competition: 
"When we are investigating cartels, 
we do hot just have powers to' 
demand information in writing, but 
may. send inspectors on surprise vis- 
its to company premises to secure 
evidence. Ha cartel is demon s tra ted 
to exist, we may impose fines of up 
to 10 percent cm turnover. Our d ed> 
Mon in such a case is final, subject 
only to appeal in the Court of Jus- 
tice.”. 

Principles might be dear; but pol- 
icy, was conducted through the 
active application of those princi- 
ples in many particular cases; 

into every area of eco- 
nomic activity. Sir Leon a rgued. In 

fl q iyn piftlhnii> L policy 

"depends very much both on the 

Some Ella states must ; 
regard the EES as only 
a transit camp on the 
road to full membership . 
of the EC 


institutional framework tor its 
enforcement and the policy deci- 
sions, pMwwmin judgment wJ dis- 
cretion of those responsible for 
administering it,” he added 
What the Nordic countries want 
5b to put tire agreed BBS regula- 
tions, when they are made, into 
their own specific national legisla- 
tion, enforceable through, their, own 
domestic courts in the ' first 
instance. But Efta is also agreeable 
to a wider EC-Efta court, covering 
tiie EES, to settle disputes with 
binding effect, cm the fines of the 


International Court of Justice, in 
the Hague, and the European Court 
of Human Bights in Strasbourg. ■ 

The creation of common institu- 
tions to arch the EES seems proba- 
ble, but their actual form re mains 
undear. There is the so-called two 
piflar model, whereby the EC and 
Efta build bridges between their 
two organisations, bat this, will 
require much greater c oh e sio n and 
centralisat ion inside Etta than the 
body has had in the past What Efta 
appears to envisage is the creation 
of an Efta surveillance body, hut 
the reservation of sanctions aga in st 
law-breakers to national courts. 
This was the pattern adopted last 
December in Efta, covering the 
.- . question erf state aids. 

President Delors has reassured 
Efta leaders that the EC gives a 
high priority to a successful negoti- 
ation with them on the EES. Nei- 
. . ther events In eastern Europe nor 

- % moves to a united Germany wiH 
divot the attention, of Brussels. The 

- establishment of the EES could pro- 
vide a model for further economic 
Integration across Europe. But, at 
the sa me time, the Nordic countries 

- in particular realise the impetus in 
Europe "fra: fundamental change Is 
gathering speed. 

■ By the time the EES treaty may 
.have been negotiated, the EC could 
be much further down the road to 
economic and monetary union. The 
Norwegian government has made 
some tentative inquiries about the 
exchange rate mechanism of the 
European Monetary System. There 
is no prospect of an early move by 
any Nordic state to relate its cur- 
rency to the EMS, but, when Britain 
eventually joins, attitudes may 
change. The fact is that the present 
Sue m Europe Is bringing all cer- 
tainties fafa? que s ti o n. 

- Mr HjeR Bondevlk, Norwegian’s 
foreign minister, envisages his 

ii m iiti- v hang nnt yjrifl the inner enn- 

centric circle in the new Europe for 
the moment; while Sweden’s former 
finance minister, Mr Ejell-Olof 
Feldt, suggests that the EC may 
shrink back to its original six mem- 
bers in a looser, less structured 
Europe. 

Neither development looks likely 
to happen at the moment,, but the 
EES may quk&ly became irrelevant 
to the onward march of events. Cer- 
tainly, same Efta states, like Nor- 
way and Austria, must regard the 
HRS as only, a transit camp on the 
road to frill EC membership. Others, 
such as Swedes and Finland, see. 
the idea as a convenient device to 
protect their economies while pres- 
erving their freedom in foreign and 
defence policy. 

The trouble is that it will become 
more difficult in the coming months 
to separate economic from political 
developments. The end of the Cold 
War, and the possible dissolution of 
the military alliances in Europe, 
creates opportunities for a much 
men far-sighted and ragnprPl wnra vM 
settlement than the present EC-Efta 
process envisages. 



With every day that passes, 

more and more people get themselves a Euroshdl card. 

Maybe they^ve realized the convenience of 
having a card that can be used at more than 11,000 Shell 
stations in 17 countries in Europe. 

Maybe they’ve realized the advantage of not having to think 
about carrying cash in different currencies. 

Maybe they’ve realized how pcadacal it is to have all 
their purchases listed at the end of the month. 



Svenska Shell 

S-m&SOLNA 

4-4687308000 



DK-16CH COPENHAGEN V 
4-4$ 1123340 
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Venezuela is one 


year into adjustment 


measures introduced 


by President Perez to 


offset economic 


troubles. The moves provoked 


rioting but helped create a 


consensus to break the corporatist 
mould. Robert <*raham reports on 
the healing process 


on 


THE shopping centres in 
Caracas, the most conspicu- 
ously wealthy in Latin Amer- 
ica, axe as well stocked, as ever. 
But there have never been 
fewer buyers. At night the cap- 
ital’s population, normally so 
addicted to h&rs and restau- 
rants, is going oat less fre- 
quently: budgets are tight and 
crime is on the increases ' - • 
No one has escaped the 
impact of recession during the 
past year, winch has seen Bv- 
•faur standards M to flw level 
of the Sixties. Officially, the 
gross - domestic product 
declined 8 per cent but many 
believe the decline was more 
than lO per cent “This was 
the most dramatic drop in 
recent memory," says Mr 
Pedro Palma head of consul- 
tants MetxoEcomomica, 

Since the onset of the Latin 
American debt crisis only 
Chile and Pera have witnessed 
greater economic contractions 
in a single year. But mare than 
any other debtor, Venezuela’s 
plight Js the most self-induced. 
The previous Lusinchi admin- 
istration squandered $&5bh, 
half the country's reserves, in 
its final two years, sustaining a 
boom with unrealistic 
exchange rates that encour- 
aged abuses. Financial advice 
was ignored because a stabilis- 
ation pro gramm e risked politi- 


cal unpopularity. 

Even though Mr Lusinchi 
was from Acckm Democratica 
(AD), the same party as his 
successor, he had no compunc- 
tion in handing over, the 
uncomfortable decisions to 
Preddent Carlos Andres Perez. 
Thus President Perez was 
obliged to introduce, Draco- 
nian adjustment measures. 
Among these were steep petrol 
price Increases which provoked 
spontaneous riots in Caracas 
before the -end of his first 
month in office tm February 27. 
1989, that spread to- other 
cities, and resulted in more 
than 300 dead. This was the 
most dramatic - outburst of 
social unrest for more than a 
decade in Latin America. - 

“What happened was not so 
much a social explosion as a 
breakdown in public order 
which was badly handled: the 
security forces - were ill- 
equipped to cope," says Mr 
Diego Arris, a former Mayor of 
Caracas. 

The riots have profoundly 
chastened Venezuelans who 
believed their society was free 
of serious social tension. Yet, 
in a perverse way the expair 
ence has proved positive, even 
eatharthy Gone is the ffiUfiion 
that Venezuela can ride out Its 
problems with petrodollars. 
Fresh focus has been given to 
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The Guri hydroelectric complex Is one of flw world’s largest, ft’s 1Q,000n» of ganereflng capacity provides low-cast energy 

Venezuela 


the need to lessen dependence 
upon the vagaries of oil prices, 
even though conservative esti- 
mates of reserves will permit 
production well beyond the 
middle of the next century. 
There is a broader consensus 
for President Pmuz’s plans to 
break the old corporatist, 
self-protective, state-dominated 
economic rywtfl- 

The events of February 27 
have been a catalyst within the 
political system. They exposed 
the incapacity of AD and 
CQPKI, the parties which have 
alternated in power, to provide 
any leadership. These parties 
have lost ground to the well- 
rtm leftist party, MAS, or to. 
emergent radical groups such 
as Cansa-R whose Mr Andres 
Velasquez, a steelworkers* 
leader, recently won the impor- 
tant governorship of Bolivar 
State. To regain the initiative, 
the two mam parties will have 
to become more responsive and 
less corrupt. 

An im portant side effect of 
austerity has been increased 
public sensitivity to corruption 
and abuse of office which has 


been rife in previous adminis- 
trations. Never before has an 
administration been investi- 
gated in such depth as that of 
Mr Tjwhiriii. One of his minis- 
ters is in fan nendins trial his 
mistress is staying out of the 
country to avoid investigation 
and he has been called to make 
a statement before Congress. 

All this Is a curious turn of 
the wheel for President Perez. 
During his first term in the 
Seventies, he presided over the 
height of the ail boom, handing 
out state largesse and encour- 
aging the view that oil wealth 
inoculated Venezuela from the 
region’s maladlea. He left his 
stamp by nationalising the ofi 
companies and ensured other 
strategic sectors were in state 
hands. Import substitution was 
the most fashionable dogma, 
restricting foreign investment 
»wri fostering the hope of an 
Andean common market - 
.dominated by Venezuela's 
financial muscle and cheap 
energy reso u rces. 

The economic team headed 
by Mr Miguel Fernandez, the 
Minister of Planning, could not 


be more different - zealously 
espousing the market econ- 
omy. Mr Fernandez has 
adopted a set of economic 
adjustment measures in com- 
plete agreement with the Inter- 
national Monetary Fund. These 
include unification of avnhapg a 
rates, sharp devaluation, rais- 
ing utility charges and freeing 
prices while upping interest 
rates and holding back wages. 

Trade and tariff policy is 
being realigned with that of 
the GATT, which Venezuela 
will shortly join. (Next month 
the maximum tariff level will 
drop to 50 per cent, and win be 
20 per cent by 1992). The for- 
eign investment rules have 
been redrafted on the basis 
that foreign capital is a posi- 
tive contribution to develop- 
ment instead of an infringe- 
ment of national sovereignty. 

As fix- giving greater room to 
the private sector, the Govern- 
ment is committed to open up 
the fnrnwrini system, and pro- 
gressively sell off all non-core 
industrial activities. The oil 
company, FVDSA, will remain 
undo: state control but more 
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KEY FACTS 


Land Area 912, 050 km 

Population - 18.76m 

Real GDP Growth (1985 prices) 1989 - 6%; 1988 =5.7%; 

Real GDP per capita (1985 prices) 1989 = $623 

1988 = $747; 1987 = $842 

Consumer Price Inflation Sept 88/Sept 89 « 95.7% 

1988 = 29.5%; 1987 = 28.1%; 1979-89 = 22.5% 

Currant Account ($m) — 1989 <=> -700; 

1988 = -4.692; 1987 = -1,125 

TTade Balance 1989 = +2,690; 

1988 = -1,347; 1987 = 1,735 

Merchandise Exports .... 1989 » 11,200; 

1988 - ,10.234; 1987 = 10,567 

Merchandise Imports - 1989 = -8.510; 

: 1988 = -11 581; 1987 = -8,832 

Reserves Minus Gold ...1989 = 3,092; 

1988 = 3,092; 1987 = 5,963 

Currency 1 bolivar (Bs) = 100 centimes 

Main Destination of Exports US 49%; W Germany 5.5% 

Main Origin of Imports — US 44%; W Germany 7.3% 


private sector involvement 
may occur in the management 

The hope is that PVDSA’s 

rlnminanrg will denline as the 
economy diversifies, exploiting 
its mineral, energy, agricul- 
tural and tourist potential. 
“The situation today is so dif- 
ferent it cannot be compared to 
the Seventies,” President Perez 
replies when challenged about 
his different style and new pol- 
icies. “Political leaders have to 
change their views. What was 
valid yesterday is not necessar- 
ily so today. I don’t believe I 
am being inconsistent.” 

At times President Perez 
«wms ill at ease concentrating 
on economic .management 
instead of his preferred role as 
tin* inte rnational spo kesman of 

Latin America. But he has 
nailed his prestige to overhaul- 
ing the economy and the aus- 
terity measures as the founda- 
tions for sustained future 
growth. By persisting with 
unpopular policies he has 
shown considerable courage. 

However, the President is a 
lonely man, very exposed if 
t h in gs go wron g; His cabinet 


team is not homogenous and 
the bureaucratic back-up is, 
with a few notable exceptions, 
poor. His own party, AD, is 
deeply split and provides only 
lukewarm support in parlia- 
ment Divisions within the AD 
could exacerbate with efforts 
to castigate Mr Lusinchi. The 
full weight of government fells 
on President Perez and in pri- 
vate he talks about finding 
someone for a prime ministe- 
rial role. 

The stabilisation programme 
is beginning to work. This is 
illustrated by the fact that 
exchange rate distortions have 
been ironed out, reserves have 
increased, the public sector 
deficit has been cut by two 
thirds and prices reflect more 
realistic levels. 

“The first half of the year is 
going to be crucial,” says Presi- 
dent Perez. This is because the 
recession will not have fully 
bottomed out before the bene- 
fits of social support mecha- 
nisms filter down. Unemploy- 
ment is unofficially put at 14 
per cent, with a further rise 
expected by an increase in 
bankruptcies among compa- 
nies which cannot absorb con- 
tinued high interest rates and 
the impending reduction of 
Import tariffs. The real level of 
unemployment is always hard 
to tell given Venezuela’s 
dependence upon a large sup- 
ply of immigrant labour. There 
are anything between 600,000 
and 1.2m Colombians in the 
country. 

Critics argue welfare and 
temporary employment mea- 
sures have been inexcusably 
delayed by a bureaucracy 
which has no idea how ordi- 


nary people are suffering. Mr 
Diego Aria, though an admirer 
of President Perez, warns: “1 
am concerned the social situa- 
tion may not give him enough 
room for manoeuvre.” Signifi- 
cantly, the government is bold- 
ing back on a gasolene price 
Increase agreed with the IMF. 

The next several months will 
require some skilful legerde- 
main — convincing Venezue- 
lans his policies are not merely 
working but that the recession 
will soon be over. Independent 
analysts do not believe a recov- 
ery could realistically begin 
before 1991. Venezuela has a 
small economy and the Gov- 
ernment, through oil income, 
has sufficient resources, to 
make a quick recovery. 

The light which can be seen 
at the end of the tunnel win 
come closer if Venezuela Is 
able to reach an agreement 
with the commercial banks on 
$20bn of its $33bn foreign debt 
Such an agreement will not 
only reduce capital outflows 
but act as an imprimatur of 
approval from the interna- 
tional fmanrial community on 
Venezuela’s economic policies. 

Argueahly, this painful ini- 
tial start to President Perez’s 
second term has been the easi- 
est. The hardest part is going 
to be making foreign investors 
welcome, pushing the private 
sector to take the initiative and 
rejuvenating the public corpo- 
rations while g enuinely slim- 
ming down the role of the 
state. Only in this way will the 
country take advantage of its 
huge resource potential, its 
strategic location and thus 
cease to be a rentier economy 
living off off. 


ADVERTISEMENT 
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For many years oil revenues* have brought wealth to 
Venezuela, creating a significant rate of economic 
growth and a modem and important infrastructure for 
the country. However, the same wealth that brought so 
many benefits has also distorted our economic policies. 

With the sudden fall in oil prices and the debt crisis, 
that affluence reached an end. The country is lacing a 
reality which demands a change in attitude and an 
economic policy that promotes exports in order to 
make the country an important competitor in interna- 
tional markets. 

The change of strategy is based upon an adjustment 
in the macro-economic programme, including' the adop- 
tion of a free and flexible exchange rate system without 
limitations on the flee movement of capital; a fiscal 
policy geared towards the elimination of the fiscal 
deficit during the next two years and an adjustment to 
positive interest rates. We also intend to restructure 
definitively the external debt and gain access to sub- 
stantial financial resources from multilateral institu- 
tions. 

Our commercial policy is also the target of funda- 
mental change. Price controls have been removed and a 
policy of progressive customs* duties liberalisation has 
been adopted. By June 1989. customs' duties in Vene- 
zuela fluctuated between zero and 932% and a govern- 
ment licence was required for the great majority of 
imports. Today, the highest tariffs are 80%; in March 
.this year they will fall to 50% with a progressive 
reduction to 40% in March 1991, 30% in March 1992 
and 20% in March 1993. We also have taken steps to 
deregulate the financial system, encouraging the capital 
market, and bringing forward an important programme 
of privatisation of state companies. 

After one year in government, we can already see the 
results of the economic measures introduced at the 
beginning of this administration. Cumulative Inflation 
for the first half of 1989 reached 57.6%, while the figure 
for the second semester showed a slow down in the 
. inflation process, reaching a cumulative index of 14.7%. 
It should be emphasized that the inflation percentage 
for December was only 1.6%. 

There has been a 52% growth in non-traditional 
exports, increasing from $1,829 million in 1988 to 
$2,776 ' million for 1989. likewise, we have seen an 
increase of almost 40% in a number of items exported, 
totalling more than 2,100 items of customs items. The 
number of export companies increased three-fold to 
600 during last year. 


We expect that by 1990 non-traditional exports may 
reach $4,000' million, which represents more than 30% 
of the total of Venezuelan exports. This growth will be 
maintained, amongst other means,- through a system of 
tax free temporary imports, which will be re-exported 
with the national added value that has benefited from 
the comparative and competitive advantages offered by 
Venezuela. 

This new scenario has redefined the role and impor- 
tance to Venezuelan development of foreign investment 
which will find fertile ground for business expansion in 
a country which has enjoyed a politically stable democ- 
racy for 32 years. 

Our energy costs are among the lowest in the world. 
We have abundant natural resources, a privileged geo- 
graphic location and climate. We also count on trained 
and cost-efficient manpower, a flexible and free 
exchange-rate system, market interest rates, total free- 
dom for remittance of dividends and re-investment of 
profits, an effective system of conversion of external 
public debt in investments and a adequate protection 
of industrial property. 

We would like to let the international community 
know that foreign investment will find a suitable eco- 
nomic environment and an institutional framework 
which is propitious for the development of their activi- 
ties and, above all, a range of defined opportunities for 
business in areas of such varied scope as petrochemi- 
cals, mining, agriculture, agro-industry and tourism, 
which will continue to develop with the financial and 
technological contribution of foreign investors. 

We view the economic future of Venezuela with great 
optimism. We have taken the necessary steps to put in 
order our economy and have established the basis for a 
real and sincere economic growth in our national 
productive sector. 

We know that it will be our actions rather than 
our promises which will convey our message and 
promote the interest of foreign investors. We* are 
committed to continue on this path of change, with 
the purpose of Fating Venezuela play a major role 
in tile international economic community. Our chal- 
lenge is to have international investors include oar 
country as a priority on their agenda and help them 
to identify and develop, in all freedom, their pro- 
jects in Venezuela. 


CARLOS ANDRES PEREZ 
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BANKING 


Sector braced for a 


tough financial year 


THE STRENGTH of 
Venezuela's commercial banks 
will be severely tested ova* the 
coming year. They are having 
to absorb the shocks of the 
country’s unprecedently deep 
recession, while stfll coining to 
terms with the effects of the 
February 1989 devaluation. 

Results for 1989 suggest the 
banks weathered the first year 
of the stabilisation programme 
in better shape than might 
have been expected. 

However, the banking com- 
munity is now braced for a 
tougher year at both the retail 
and wholesale end, which 
could in torn lead to some 
mergers. The government is 
also expected to use the bank- 
ing sector as a test-bed for its 
privatisation programme by 
auctioning off three state-con- 
trolled lwnfai This would also 


The bank has tried to 
be flexible by setting 
maxlmum/minimum 
rates of Interest 


be the signal for greater de-reg- 
ulation and the re-opofing of 
hanking to foreign capital. 

Prior to the February 1989 
stabilisation programme, the 
banking system had faced a 
heavy rfpwand for credit which 
the commercial banks were 
unable to satisfy because of the 
Central Bank’s restrictive mon- 
etary policy. 

Interest rates had been fro- 
zen at their October 1985 levels 
- 13.5 per cent for loans and 10 
per cent for time deposits. 
With inflation running at 40 
per cent, these negative inter- 
ests rates encouraged a near 
stampede into buying preferen- 
tial or free market dollars or 
accumulating unusually large 
stocks. 

As part of the stabilisation 
measures, the government of 
President Carlos Andrez Perez 
liberalised interest rates. No 
sooner was this done than the 
measure was challenged in the 
courts, subsequently obliging 
the Central Bank to fix rates. 

However, the bank has 
sought to be as flexible as pos- 
sible by setting mmcimuih/!miii- 
imum rates of interest The net 


effect of this policy was a 
sharp raise in interest rates 
with loans rates reaching 45 
per cent This led to a shift 
away from call deposits and 
long terra bonds into high 
yielding, comparatively liquid 
instruments. 

In these circumstances, lend- 
ing slowed while deposits 
grew. With little demand for 
credit at such high rates in an 
abruptly contracting economy, 
the banks first used their 
excess liquidity to buy foreign 
exchange. 

Then the Central Bank 
moved in to offer high yield 
short-term bonds in November. 
The monetary authorities also 
continued to rely on require- 
ments obliging banks to place 
a portion of their deposits with 
the Central Bank, plus the obli- 
gation to lend 22 per cent of 
their deposits to the agricul- 
tural sector (17 per cent at pref- 
erential rates). 

Pr eliminar y results of the 
commercial banks for 1989 
indicate profits increased an 
average 25 per cent Though 
the banks have outperformed 
most companies, their results 
nevertheless need to be mea- 
sured against an anwnwi infla- 
tion rate of 80 per emit and an 
exceptionally privileged tax 
status. 

In the second half of the year 
risk provisions were absorbing 
on average 60 per cent of oper- 
ating profits. The. authorities 
are sensitive about any com- 
ment that mi ght suggest the 
vulnerability of hawin? 

The banks have been able to 
accumulate considerable fat in 
the previous two years. How- 
ever, few envisaged the sharp- 
ness of the recession. With con- 
struction down 30 per cent, 
industrial activity down over- 
all by 14 per cent and interest 
rates high, the number of com- 
pany bankruptcies is expected 
to rise this year. This in turn is 
bound to Impact on the hanks 
given their often closely inter- 
wined relations with industry. 

Both the banks and compa- 
nies have been negatively 
affected by the February 1889 
devaluation which left them 
holding large amounts of 
letters of credit contracted at 
previously pi * f« mtiai bolivar/ 
dollar rates. 


The value of the letters of 
credit outstanding following 
the devaluation was $6.3bn. 
Eventually the Government 
agreed to honour part of these 
commitments since many com- 
panies had sold or used part of 
the goods imported at prices' 
reflectin g the foreign exchange 
cost of the former system. The 
cost to company cash flows of 
these letters of credit has been 
heavy and the largest commer- 
cial bank. Provincial, last year 
made a provision of Bs77Qm, In 
this respect. 

Although there are 32 pri- 
vate banks and eight state-run 
banks, the system is dominated 
by no more than five private 
inetitattons (Provincial, Latino, 
Mercantil, Venezuela, Union) 
a n d the state's Industrial). 
There is thus plenty of scope 
for consolidation, especially as 


The authorities are 
sensitive to comment 
that suggests the 
vulnerability of banka 


the country is heavily 
branched. The Government 
piima to privatise three iwwiw 
which it acquired over the 
years through intervention 
Industrial is the sole bank 
likely to remain in the state's 
hands. 

No date has given for the 
sell-off and Indeed the coun- 
try's whole privatisation pro- 
gramme is la g gin g behind pub- 
lic promises. Nevertheless 
officials insist the scheme wifi 
go ahead. The same lack of pre- 
cision gn r m wm fa the question 
of re-opening th«* fiwmdai sec- 
tor to foreign investment. 

Foreign banks have been 
hamm/i since 1976 — la gfaiatinn 
Which haa l eft rHtfhank as the 
sole foreign bank fully opera- 
tional in tiie country. Credit 
I^yomais mean while has a 16 
per cent stake in Provincial. 

ff the go ahead were given, a 
foreign hanker estimated that 
two Japa n ese hank*, two US 
and one each from France, 
West Germany and the UK 
mfedit be let in. The principal 
attraction Is corporate firmnep 


Robert Graham 


A TOURIST arriving in 
Venezuela and catching sight 
of the local press would draw a 
strange first impression. On 
one page an advertisement 
tens locals to sfufle at touri sts 
for the “national good." On the 
next the US State Department 
is offering instruction from 
their security experts for self- 
defence against the growing 
wavs of crime is Caracas. On 
the hack 'Health Ministry fig- 
ures reveal there are 250,000 
stray dogs in the capital and 
that 47 people have died from 
dengue fever. 

Not encouraging. Neither are 
the expatriates who say there 
are no nice beeches in Vene- 
zuela. They are lying: No one 
wants to share with a crowd of 
noisy tourists a palm fringed 
silvery beach an the edge of an 
emerald lagoon in which peli- 
cans dive among swimmers for 
fish and crimson ibex Hash 
past in flames of red. 

The secret will not be kept 
much longer. The Venezuelan 
Government, strapped for cash 
in the face of a rising defic it , 
has woken up to the country’s 
tourist attractions of Carib- 
bean beaches, mist shrouded 
Andes and steamy jungles that 
inspired Conan Doyle's “Lost 
Wodd.” 

The government of Carlos 
Andrez Perez Is determined to 
attract what it calls "sophisti- 
cated high spending Europe- 
ans.” However, its fiscal crisis 
means it cannot inject the kind 
of money needed to bring the 
infrastructure and standards of 
service to the levels of those 
countries with which it is try- 
ing to compete. 

So far the twain success has 
been with small specialised 
companies offering “soft 
adventure tours" in jungle 
areas. Almost 500 years after 
Columbus lasted on the Vene- 
zuelan coastline and realised 
he had discovered a great con- 
tinent, wealthy young explor- 
ers are reaching the same con- 
clusion. Venezuela is 
undergoing a new kind of inva- 
sion, this timfl of accountants 
and bankers, wanting to swap 
pinstripes and briefcases for 
dngout canoes and exotic 


Christina Lamb uncovers a lost world of tourist attractions 
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Beaches lure hi 
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Caurama river, Guyana province Mar 


and Guyanmi border is Mm in •» process of being opened up to tourism 


expe- 


riences. 

So for their numbers have 
been small and the beaches are 
still blissfully devoid of foreign 
tourists. TOurism makes so fit 
tie contribution to the econ- 
omy that it is that 

even if every room in every 
hotel were full the earnings 
would still be less than a 
week's ail production. 

Ih 1987 there were 700,000 
tourists bringing in 1416m, a 
threefold Increase since the 
devaluation in 1983 which 
turned Venezuela from being 
the most expensive Caribbean 


resort to the least expensive. 
Although devaluation made 
Venezuela more at tract i ve to 
foreigners it has also made for- 
eign tr ave l for locals prohibi- 
tively expensive and there is 
ftn-rensiwg pres su re on domes- 
tic feeflmes. 

Lang gone are the days when 
it was c hea p er to fly to Miami 
or New York for the weekend 
H«m stay in Caracas. Instead, 
rich Venezuelans head off to 
beach resorts where they relax 
’ on yachts or motorboats. 

Because for so long Vene- 
zuela's huge oil revenues 
meant it never had to worry 
about c at er i n g for tourists, it 
now lags for behind other 
Caribbean or Latin American 
destinations such as Mexico, hi 
Caracas for example, the funic- 
ular which was the main tour- 
ist attraction, has been out of 
service since 2977. 

The lack of IwfHmLrnctiirtj ifi 
particularly evident in ChfoW- 


itviche. the i«rfn stomdng off 
point for Morrocoy national 
TMwk m rah -i itia a of falftrirta and 
coral reeft. There are two rea- 
sonable Tftrftteg hotels Which 
deteriorate sadly beyond the 
three-star sign on the entrance, 
but these are oases in a forlorn 
town of zanddy' Streets, wild 
dogs and horses. 

The rti pfoii him iftfk* to o ffer 
to tourists beytmd superb food 
and drink. Daring the late 
1970s Venezuela was the 
World’s highest per capita 
importer a? champagne and 
Chivas Regal. • • 

The drahhfike highway from 
the ai rpo rt through the valley 
bottom, with itt hoardings for 
drinks, c ig arettes and electric 
cal goods fiaaldng biy , is a eariy 
sign of the consumer city that 
is Caracas. Closer in are signs 
of wealth ever more obvious 
with arrogant modem architec- 
ture such as the looming 
glass Parque central, the high- 


est tower in America. 

Venezuela is a third world 
c o un tr y that looks like North 
America ami where street ven- 
dors sell tapes and leather 
rather than dusters and comb& 
Instead of overcrowded b us es 
there is a French designed 
metro. With seats available 
even at rush hour, no drunks 
to trip over on stairs or snappy 
ticket collectors to contend 
the metro is a source of 
to those accustomed to 
battling on undergrounds in 
Europe. • 

Outside Caracas the process 
of reaching a destination can 
detract from the place. Book- 
ings often disappear and a Brit- 
ish tour organiser recently 
arrived at the airport to find 
his own reservation cancelled. 

But the tourist drive is on 
and the government and 
VlASA, the national carrier 
anxious to fill- flights, have 
mounted an advertising cam- 


paign hna already reac he d 
Europe. The Government is 


privatising IS of its hotels. 
Hotel const 


construction has been 

specially targeted for debt 
equity swaps. 

It is undear quite at whom 
the campaign is aimed. Mr 
Esteban Tartar, head of Tur- 
Ismo Maso International, one 
of the largest companies in the 
sector, says; “We want people 
who spend rather than the 
flatmrifam type of tourists Who 
bring their own sandwiches.” 
However, Venezuela's plans 
seem based more mi hope than 
reality. 

Price was what brought in 
budget conscious sun-seekera 
from 1983-7 and now that has 
gone, hi 2989 the nu mber of 
tourists was down fay between 
30 per cent and 40 per cent on 
forecasts. 

Venezuela is in danger of 
over-selling itself before estab- 
lishing a proper infrastructure. 
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Davy and Venezuela - technology partners 


Davy’s broad-based engineering technology 
has made it a natural partner in many of 
Venezuela's industry sectors. 

Recent letters of intent for hot 
briquette iron making and aluminium 
smelting projects worth together some £400 
million indicate a rapid expansion of this 
partnership. 

Projects currently under way or planned 


are for iron ore blending and handling, 
aluminium rolling mills, pollution Control, 
bulk blending of fertilizers, polyester 
polycondensation, oxo alcohols and methanol 
In these and many other technologies 
Davy and Venezuela will continue to build on 
their dose partnership in the development 
of Venezuela’s natural resources and its 
expanding process industries. : . 



15 Portland Place, London WIA4DD. Tel: 01-637 2821. Fax: 01-6370902 


VENEZUELA KEEPS ITS PROMISES 


BY: DR. PEDRO R. TINOCO HIJO 


PRESIDENT, CENTRAL BANK OF VENEZUELA 


At the beginning of last year we began to apply a new economic policy. One year later, we would like to present the 
changes we have, in fact, carried out. There is a new economic climate in Venezuela which we feel is very attractive 
to foreign investors. Oar economy is opening to them. 


Our program can be divided into three main phases whidi overlap and complement one another. First during the 
adjustment phase which began last March, we have been stablizing the equilibrium of our economy, putting our 
house in order as the basis for new growth and progress. 


Exchange controls have been riimhurtfd and a unified free-floating rate established for the bolivar. From a deficit of 
$. 4.7bfilioxi in our current account in 1988 we have registered a surplus of USS 792 million in 1989. 


A new sound monetary polky is correcting the earlier imbalances in Venezuela’s monetary s ys tem. From a system of 
undervalued administered interest rate, which produced very negative rates in foe past, we have moved to a system 
of positive interest rates. Thisnew system is contributing to inceased savings and discouraging capital thus, helping 
to keep our monetary system in balance. 


Another basic dement of our prog ra mme is price liberalization and die elimination of subsidies. These reforms will 
put the economy on a realistic baas which reflects market costs. Finally, our programme has reduced the fiscal 
defidtand this year it should be totally eliminated. 


To these elements - free exchange, positive interest rates, price liberalization, reduction of the fiscal deficit - we have 
added a plan to fight inflation that will bring our prices into satisfactory equilibrium. Bringing down inflation is a 
definite goal of this new monetary policy, which limits liquidity to the real needs of the economy. We have reduced 
inflation substantially and propose to have a balanced economy and price structure to that Venezuela can crow 
without inflation. 


The results have already been satisfactory. From a monthly price-increase high last March of 20%, inflation has 
dropped for the months of November and December to 13% and 1.7% respectively. 


fo conjunction with the adjustment phase, we have entered the second phase of our programme - institutional 
reform and the modernization of the economy. Its goal is to reform the state and the electoral system for a better 
democracy, and to reform public administration and privatize a number of its activities. We have also begun to 
abandon worn out approaches such as excessive protectionism and inefficient import substitution. Our newnohev 
seeks to create a competitive and healthy economy capable of producing efficiently for export as well as w SL 
domestic market Our non traditional exports increased by 51% in 1989. 1116 

Fiscal reform is another important part of this phase of which its most significant elements indude a simpler and 
mpre rational lax system, and a change farm the fiscal needs of an import economy to what will be fundamentaDyan 



The third phase, which is the decisive on^ began this year. This is the phase of development, of , 

inflation, of building on a new and solid basis. Now is the time when we must make die most of the wthou * 

environment, the renewed sources of funds, and the possibility for multiple bilateral 
industralized nations. with the 


The foreign inveshnent community is responding to our progress. Already in November the reside e 

auction for debt conversion were most encouraging: U.S. $ ISO million was auctioned °‘ 0Ur 

discount of 43,75%.’ : " ? ’ producing an average 


By the end of 1990, we intend to have an economy basically in balance as 
the basis for new growth and progress. 
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Robert Graham examines a foreign policy that has become more inward-looking 

A globetrotter cut down to size 


TWO enormous globes are 
ranged beside one of the ornate 
walla-in- President ..Carlos 
Andrea Perea's study at the 
Miraflores Palace In Caracas. 
They are apt objects for & man 
who has always prided himself 
on his. global vision. 

When he took office far the 
second time last year, he was 
already a veteran figure on the 
international stage; and looked 
set to become the oust active, 
high profile spokesman for 
Latin America. In practice his 
role, and his projection of 
Venezuela, have been rather 
different. 

The traditional rhetoric 
about T-affa An yrt***** 1 cWKrfar - 
ity has disappeared froth his 
speeches and he has been pur- . 
suing the (rid Bohvarlaa dream 
of integration in a far more 
pragmatic way. Re has concen-- 
trated on improving bilateral 
relations and hag pnghe d Vene- 
zuela more into an orbit with 
traditional rival Colombia and 
Mexico - . all incidentally fat 
low oil producers. 

Furthermore be has dropped 
any hint of a confrontational 
approach in dealing with the 
Bush ArtmtTriB fcr atjftw . Tnatoari, 
he prefers to air Hjffgwmrfia 
behind the scenes on the tele* 
phone with President Bush. In = 
this way he feels he has more 
chance of influencing Washing- 
ton to strike a f avour able deal 
over debt, and encourage, the 
US to view Venezuelan oil as a 
reliable strategic stock. 

The President's political 

Haim that nia han . 

of foreign relations has 
less to do with a change of 
views and style and much 
more to do with circumstances. 
They say he would like to he 
making much more noise but 
his wings have been dipped by 
the February riots and the 
gravity of Venezuela's eco- 
nomic crisis. 

Undoubtedly, events at home 
have forced him to be more 
inward-looking. But in conver- 
sation, fixe President’s eyes 
light up when talk turns to the 
world stage. He has lost none 
of his passion for international 
politics bnt in his second term 
he finds himarff confronted 
with a wholly different. set off 
issues which require more sub- 
tle handling. It rim baa to be 
said that when he presided 
over the height of the oil boom 
in the 1970s, Venezuela 
obtained remarkably little 
return for parading as the rich 


nnri«» of Tjtin America. 

The most interesting exam- 
■ of his new approach has 
ow Panama. In the past 
he would have rushed- to overt 
condemnation of the US inva- 
sion Sad the removal of Gen- 
eral Manuel Antonio Noriega. 
But now he views events far 
more wistfully and self-criti- 
caHy. 

No matter how . unpalatable, 
the US action might have been 
- to Latin American govern- 
ments wedded to the principle 
of 'non-intervention, he 
believes the regional leaders 
were not completely blameless. 
Their efforts failed to taJk Gen 
Noriega into a negotiated exit 
(and President Peres was 
among the most persistent). 
These negotiations, even he 
concedes, provided Geni 
Noriega a farm off p rotect iv e 
rnnhrdTn, alowing frtfn to play 

on their rejection of direct 
intervention. 

Venezuela is still withhold- 
ing recognition off fixe Endara 
Government in Panama as a 
form of protest against the use 
of force and the continued 
presence of 05 troops 
tng Panama. He 
lessons from Panama have to 
be studied in depth and every 
Latin American government 
should try and approach, the 
issue off non-interv ent io n with 
fresh eyes, especially where 
smaller, states are concerned. 

In this context. President 
Perez has been using fads good 
office to try and ease Cuba 
ba ck into the Organisation of 
American States (OAS). As a 
counterpart, he has at t empted 
to convince - President Fidel 
Castro to make some conces- 
sions to political piwUmn in 
Cuba. 

President Perez is probably 
the roost reliable confidential 
conduit for messages between 
Havana and Washington. Vene- 
zuela still acts as the formal 
supplier of crude to Cuba, via a 
triangular oil deal with the 
Soviet Union; and Venezuela 
has become a key supplier of 
food for the Cuban tourist 
industry. " 

Quiet diplomacy has also 
helped im pro v e relations with 
neighbouring Colombia. With a 
common border more than 
2 , 200 km long and a disputed 
offshore zone, relations with 
Colombia touch on everything 
from national security, drugs 
and contraband to economic 
development. Venezuela also 


hosts a substantial Colombian 
worker population which is 
estimated at anything from 
600,000 to Um. 

The two countries came 
dose to conflict in August 1987 
over an incident in disputed 
waters north of Maracaibo. The 
incident was a sobering 
reminder of the dangers of an 
unresolved territorial squab- 
ble. Since then the two sides 
have set up a border commis- 
sion with the object of reach- 
ing a definitive compromise. 

Faced with an active guerilla 
movement on the Colombian 
side of the border, the Vene- 
zuelan security forces have 
been obliged to beef up their 
strength. President Perez Is 
also concerned by- the height- 
ened war in Colombia against 
the drug mafia. He' is well 
aware that the cocaine labora- 
tories could spring up in Vene- 


zuela if expunged In Colombia. 
Venezuela is used as a transit 
route for drug shipments to the 
US. 

While mutual self-interest 
has helped force the pace at 
co-operation with Colombia, 
the pressures have been much 
less pronounced to settle rela- 
tions with Venezuela’s eastern 
neighbour, Guyana. Venezuela 
claims some 85,000 sq km of 
western Guyana abutting Ori- 
noco delta, equivalent to 
nearly one third of the latter's 
territory. The claim is based on 
the area being formerly part of 
the Spanish colonial empire. 

President Perez has acceler- 
ated a slow process of rap- 
prochement a«H this month a 
special UN mediator was 
appointed. The disputed area 
has many similarities with 
eastern Venezuela which pos- 
sesses abundant heavy crude 


fields, iron ore, bauxite and 
gold deposits plus hydro and 
agro-industrial potential. 

The Guyana border presents 
no security problem, given the 
latter’s small population and 
the huge natural obstacles 

impeding mrnmiiniiytinn anrt 

transport. However, further to 
the south Venezuela this year 
has belatedly discovered that 
thousands of gold min- 

ers have crossed over from 
Ror aima in BrazQ. As many as 
30,000 g a r impdr os are believed 
to be operating inside fixe 
Venezuelan border, contami- 
nating the rivers with mercury 
and removing gold baric into 
Brazil, in addition to hantwiing 
the Indigenous Indiana. The 
government has begun to build 
a series of small forts along the 
border to establish a sem- 
blance of authority In this 
remote region. 


The political system is undergoing change 

Fraud clouds linger 


THE POLITICAL system is 
going through a period of 
change that should make it 
more democratic. In wnmiripai 
and gubernatorial elections 
held last December, Venezue- 
lans could vote, for the first 
time, for regional candidates 
by name rather than by slates 
prepared by political parties. 

They also chose the gover- 
nors of 20 states (previously 
they were named by the Presi- 
dent) and voted for mayors, a 
post created under reforms 
appr o ved in 1989. 

The results of December’s 
elections, although still incom- 
plete due to protests at fraud, 
were a severe blow to the rul- 
ing Democratic Action (AD) 
party, which has dominated 
Venezuelan politics for most 
its history. 

AD. which had controlled all 
■mors hips through presi- 
' discretion since 1984, 



won in 11 states but lost 9 to 
opposition political parties. In 
elections for mayors and city 
councils, AD saw its national 
majority wfrrmfc considerably, 
and lost mayoralty races in 
several urban centres. 

Opposition governors were 
elected in important areas, 
overcoming powerful AD 
machines that had controlled 
local politics for years. 

Mr Oswaldo Alvarez Paz, of 
the Christian Democrat Copei 
Party, won the governor's post 
in Zulia, the most populous 
area after Caracas; Mr And res 
Velasquez, a steelworker repre- 
senting Causa R, a small leftist 
party, took the governorship in 
Bolivar state, formerly an AD 
bastion and the country’s' 
heavy industry centre; Mr Car- 
los Tablante, the candidate for 
the socialist party MAS, won 
Aragua state, an Important 
military centre, and Mr Henri- 
que Salas Ramer, representing 
Copei and other opposition par- 
ties, is the chief executive in 
Carabobo state, another criti- 
cal industrial region. 

AD stalwarts in Carabobo, 
accustomed to ruling the state 
for many years, at first 
rejected Mr Salas’s victory, and 
National Guard troops had to 
be called in to quell rioting. 
President Carlos Andres Perez, 
a long-time leader of AD, wel- 
comed the free election of gov- 
ernors and pledged to work 
closely with elected officials of 
any political colour. 

Mr Perez’s enthusiasm was 
not matched by many of his 
AD colleagues who blame his 
tough economic policies tot the 
decline in AD popularity. 

Venezuelans who opted for a 
«rfgnWrawt number of opposi- 
tion candidates in December, 
were showing their lack of 
faith in AD promises and the 
negative impar t of widespread 
corruption during the last AD 
government, headed by Dr 
TTatmp L nsinrhi from 1984-89. 

An AD candidate for gover- 
nor, Mr Modesto Freites, won 
the elections in Lara state even 
though be was in a Caracas 
jalL Mr Freites was charged 
with corrupt acts while he was 
Planning Minister nixder the 
Lusinchi regime. 

AD is in the midst of an 
agonising period of self-criti- 
cism over corruption. The 
party last year expelled some 
dose associates at ex-president 
Lusinchi for a variety of issues 
link ed to alleged improper acts 
while in nffirp 


The Congress is investiga- 
ting Dr Lusinchi, a pediatri- 
rian-tumed-politician, for what 
bis political foes say were 
alleged misfeasance during his 
five-year term. Moreover, a 
criminal court has issued 
arrest warrants and travel 
bans against several of his top 
collaborators. Including a for- 
mer Interior Minster who 
served as acting President 
when Dr Lusinchi was abroad. 

Venezuelans have been able 
to vote directly for presidential 
candidates since the last mili- 
tary dictator was ousted in 
1958. But the election of 
national congressmen and 
state legislators has been indi- 
rect up to now, since political 
parties decide on the individu- 
als who fill party slates. 

Most decisions of this type 
were made by a handful of 
party leaders, wbo often postu- 
lated figures who had nothing 
to do with the states that they 
sought to represent. Last 
year’s electoral reforms were 
supported reluctantly by some 
powerful leaders of AD, which 
held a majority in Congress, 
since a more open democracy 
reduces the power held by 
party elites. 

Widespread public pressure 
forced approval of the 1989 
reforms, and opened the door 
to changes that should lead to 
direct elections of national con- 
gressmen and state legislators. 

Progressive politicians are 
strongly endorsing changes 
both in public elections, and in 
the ways the parties choose 
their leaders. Voter abstention 
In December’s elections coming 
a year elections for a president, 
national congress and state 
legislatures, reached over 53 
per cent the highest on record. 

There are various interpreta- 
tions of why voters decided to 
ignore regional and municipal 
elections where they could 
vote directly for the first time. 

Some AD leaders tried to 
blame President Perez’s unpo- 
pular economic policies. This is 

only a partial explanation 
ainffp be remains an immensely 
popular figure. Voting last 
December was not obligatory 
for Venezuelans, as it is In 
electioixs for the presidency. 
Many Venezuelans said they 
were fed up with advertising, 
rallies and speeches llnlcud to 
party, national and regional 
political campaigns that had 
run non-stop since 1986. 

Joe Mann 
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NMB Bank is proud to be the market leader in Asset 
Trading and ranked # 1 by its peers in debt trading 
volume and innovation. In 1 989 NMB Bank globally 
traded Emerging Markets debt in excess of US$12 
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Oil discoveries did not help agriculture, reports Christina Lamb 

Growth without petrodollars 


FARMERS like to tell the story 
of the arrival of Columbus on 
Venezuelan shores, proclaim* 
ing he bad discovered a conti- 
nent The locals dismissed his 
achievement saying it was 
easy - “anyone can row a few 
miles." 

In response, Columbus pro- 
duced an egg and challenged 
his detractors to stand It on 
end. 

After they had all given up 
in frustration he banged one 
end slightly and stood it up. 
The angry locals said that it 
was easy and it was just a 
trick. 


"No," replied Columbus, Tit’s 
easy when you know how.” 

“Similarly,” says Dr Ellis 
Juan, director of the country’s 
Investment Board, “it is easy 
to see the mistakes made in 
oar agricultural sector by pro- 
tecting and producing on too 
small a scale. But the discov- 
ery of huge oil reserves meant 
we had so much, so fast, it 
clouded our vision. Because we 
never forecast that one day oil 
prices would fail we did not 
prepare ourselves.” 

Until recently, petrodollars 
provided so much money that 
Venezuela could import agri- 
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Agricultural m trades don't come cheep: Pr e sid ent Perez must 
balance policies with the social effects of higher prices 


VSSjustoil 



• Metalworks industry 
- Agrc/rxijsfry 

• Pearls, precious and 
semi-precious stones 

• Products from the 
chemical industry 

■ Plastic and other ma- 
nufactures from plastic 


• Mineral products 

• Footware and textiles 

• Material used in paper 
manufacture 

• Cement and plaster 
manufacture 

• Other industries and 
manufactures 


NON-OIL EXPORT FIGURES 

• Venezuela’s non oil exports reached a record high of $3.0 
bfltion during 1989, a 53% growth with respect 10 1988. 
Private sector exports accounted for over one third of the 
total amount 

• Total exported items reached 2.172, increasing by 40% 
over the previous year. The number of companies that 
exported tripled during 1989. 

• Expectations for 1990 are set lor a target of $4.0 billion, 
which win accountfor 30% of Venezuela's overall exports. 

FOREIGN TRADE MS71TUTE (ICE) 

It b Ihe ofidal government agency that formulates, coordi- 
nates, asseses, planifies and promotes Venezuela's for- 
eign trade policy. 

• It's scope of action is geared towards the promotion of 
non oil exports abroad, specially those originated from the 
private sector. The Foreign Trade Institute organizes 
trade f curs and commercial missions, collects and distrib- 
utes out all information related to trade, gives technical 
support and assesment to exporters, negotiates trade 
agreements and quotas with other countries and monitors 
them as well. 

FOREIGN TRADE NSTTTUTE (ICE) 

Address: Av. Lbertador. 

Centre Ckxnercial Los CedFos 
Caracas, 1050, Venezuela 
Phone: 531.0026/ 531.0027/531; 

Telex: 21 838/ 29872 
ICEVE Caracas 
Fax 71.6061 



cultural products and sell them 
at subsidised prices. So it was 
eggs and chips from Miami, 
meat from Argentina and vege- 
tables from Chile while the 
country’s considerable agricul- 
tural potential went neglected. 

In the 1930’s agriculture had 
been the mainstay of the econ- 
omy. It provided 70 per cent of 
gross domestic product. By 
1984 it bad Men to 5-3 per 
cent, while 74 per cent of the 
country’s food was imported. 

Industries such as coconut 
died because home produces 
could not compete with goods 
Imported at a preferential 
exchange rate. 

Venezuela became a nation 
of traders and speculators 
rather than producers, farmers 
discarded their ploughs for 
lucrative -employment in oil- 
fields or cities. By 1988 only 
12J3 per cent of the population 
was employed in agriculture 
compared to 45 per cent in 
1960. 

The fall in oil prices in the 
1980’s forced th e Lusto cfai Gov- 
ernment to diversify into non- 
oil products. But they contin- 
ued trying to live as an island, 
protected from market forces 
with a short-sighted, subsidy- 
driven policy. 

Agricultural credit was 
offered at 8JS per cent, farm 
prices were kept high, produc- 
ers paid no taxes and were 
given an 80 per cent discount 
on fertilisers and a preferential 
exchange rate for imports such 
as machinery. 

By 1988 the Government was 
claiming an “agricultural mira- 
cle.” The country had gone 
from producing less than 30 
per cent of its food needs to 
more than 70 per cent In fact, 
higher prices meant less food 
was being smuggled to neigh- 
bouring countries while much 
cf the cheap credit want to buy 


weekend ranches or flats in 

Miami. 

The exercise failed to foster 
efficiency and subsidies cost 
more than $LSbn between 1984 
and 1989. 

Last year, as part of the 
stringent economic adjustment 
programme of the new Presi- 
dent Carlos Andres Perez to 
correct the fiscal and external 
deficits, the subsidies were 
mostly curtailed. Restrictions 
on agricultural imports are to 
be phased out by 1991 in accor- 
dance with a World Bank plan. 

The political cost of such 
rationalisation is high. Subsi- 
dies protected consumers and 
the Government fears the con- 
sequences Of linMng prices at 
consumer and producer leveL 
Last year, attempts at this pro- 
voked the country’s first cots 
in 30 years. 

President Perez realises that 
instead of his initial plan of 
shock treatment to open the 
economy and remove subsidies 
in the shortest possible time, 
he must balance agricultural 
price policy with the social 
effects of increased prices. 

Livestock producers have 
been poshing for higher prices 
to offset increased production 
costs but the Government’s 
lack of action has caused a 
wave of speculative price 
increases along the marketing 
chain, putting prices out of the 
range of many consumers and 
earning no more for the pro- 
ducers. 

Food prices have been hit by 
inflation and stories abound in 
the press that dog food con- 
sumption is up by 30 per cent. 
A recent repent: by CAV1DEA, 
the Chamber of Food Industri- 
alists, found that in the last 
two years the country's aver- 
age nutritional levels have 
dropped to those or 1949. It 
attributes to rising prices 



Venezuelan cocoa fa acknowledged as one of foe world'* finest In terms of bfemfing and aroma 


and says: “In 1988 the average 
Venezuelan had to use 70 per 
cent cf his income on food.-” 

Dr Jorge Schlageter, Presi- 
dent of CAVIDEA, believes 
that the solution lies in chang- 
ing diets to what the country is 
good at producing and reauo-- 
fag the number af Hiiriingwyap - 
“ft is time for the growers and 
producers to got together ami 
end the situation where people 

in fhw ayHn nltnnil wl n i n liy 

decide what well be doing 
three months down the line 
then four mouths on change 
it” 

One of the clearest examples 
of how government interfer- 
ence has damaged agriculture 
is cocoa. 

Venezuelan cocoa is recog- 
nised to be cme of the world's 
finest in terms of blending and 
aroma and is used by many cf 
the world's leading chocolate 
makers. 

In the early 1970’s the Gov- 
ernment decided to get more 
value added by exporting 
semi-processed or finished 
products and provided incen- 
tives to companies utilising 
local raw materials. 

Dr Schlageter’ s company 
Chocolate El Bey invested tea 


new plant to take a d v anta g e of 
ttifeg “AH was going beautifully 
when overnight in 1980 the 
Government decided to change 
and created a market- 
ing hoard with a monopoly on 
the buying and selling of 
cocoa. In order to compete on 

the w i tw n a Hnmtl maiw t anti 

pay for the bureaucratic costs 
of the operation, the Govern- 
ment put up the price for local 
buyers.” 

This backfired and cocoa 
production foil from 20,000 
frames in 2975 to 11,000 in 1965. 
It has since increased with pro- 
cess ing companies such as 
Chocolate EL Rey being allowed 
to grow their own cocoa. 

So for the Government’s 
agricultural strategy is unclear 
and 1990 will be a testing year 
for its commitment Analysts 
estimate that the removal of 
subsidies will cause a foil in 
agricultural output by between 
5 and 10 per cad, particularly 
in maize where production 
costs are high- Last year, agri- 
culture provided EL9 per cent of 
GDP, almost three quarters of 
which came from nee, maize, 
coffee, sugarcane, sorghum, 
phrintatns and potatoes. 

For the past few years export 


earnings have averaged $2D0m 
compared to imports ttf $L2bn 
and there is plenty of potential 
for Ihe climate is 

favourable and 80 pea :■ cent of 
the country’s 95m hectactes is 
s&M to be cultivatabtebut only 
' 2Jtm are currently used. 

Venezuela Is weft placed for 
exports to the US and Europe, 
Apart frota the traditional for- 
eign exchange earners of cocoa - 
and coffee the Government Is 
encouraging the growth of 
plantations and tropical fruits 
in joint ventures with' foreign 
companies. . 

Foreign participation has 
been made easier by decree 
1209 passed in July 1988 which 
exempts agriculture and 
agroindustry from the most 
stringent applications of the 
Andean pact chapter on for- 
eign investment. •/ 

Dr Eugenia De Araina'j the 
Agriculture Minister, says: 
“Over tiie next five years we 
plan to rationalise agriculture 
so we produce mere to export” 
He admits that a large problem 
is distribution and the lack of 

p««;Hng smA htafhi ff . lfoHfttyj jMi to 
meet faitHmatinnai regulations. 
The counfry has only 100 mfies 
of TaiJmsd and no Integrate d 


slaughterhouses and packing 
units. He says the Government 
intends to increase silage facili- 
ties; The removal of price con- 
trols on many processed food 
products is expected to encour- 
age the industry to increase its 
investments by more than t2bn 
in the next five years. 

However there are hin- 
drances to making agriculture 
more efficient which the Gov- 
ernment bag yet to tackle. The 
end of preferential exchange 
rates put up input costs by 150 
per cent The biggest tractor 
company is re-exporting 400 of 
the 1,000 tractors it imported 
last year. More serious is the 
lack of manpower. Venezuela 
has a population of only 18m, 
80 per cant of whom live In 
cities. It would take a large re- 
education campaign to per- 
suade them to go to rural areas 
whfeh they see as backward. 

Dp to now the labour gap 
has been filled by immigrants 
from neighbouring Colombia. 
One of the biggest ranchers, 
Mr Ivan Maldanildo, expiates: 
“The problem is we don’t have 
the people to reform agricul- 
ture. The old formers are too 
old and. the young have never 
been In the rural areas.” 


THE GOLD SECTOR 


Fear of foreign exploitation 
holds back gold production 




TT WAS just as they show it 
in B movies,” says Mr Jean 
Louis Branthomme, a French 
goldminer, who has lived in 
Venezuela for 10 years. 

Fortunes were made and 
lost, Ufe was cheap, home was 
a hammock and a pickaxe. 
Shanty towns were budt from 
oil drums by bounty hunters. 
Bars and prostitutes sprang up 
overnight then quickly disap- 
peared. All that mattered was 
the March for that glint of 
gold. In the past few years 
Venezuela had its own Klon- 
dike-type gold-rush. 

That should not be surpris- 
ing. Venezuela is the land of El 
Dorado where over the centu- 
ries many have died tearing 
the jungle apart in search of 
fabulous wealth. 

Recently the myth has 
shown signs of reality. Surveys 
carried out by the last govern- 
ment in Just a few areas In the 
south-eastern province of Guy- 
ana, show there to be 8,000 
tonnes of gold, 5,000 cf which 
could be extracted through sur- 
face t echniq ues. 

Mr Robert Kendrick of Mon- 
arch, one of two foreign mining 
companies in Venezuela, says: 
“There is so much gold here 
that anywhere else in the 
world with even half the levels 
would be besieged by big min- 
ing companies.” 

The reason why Venezuela la 
not Is simple. Fear of foreign- 
ers exploiting national 
resources has kept tax on gold 
mining p rofits at 60 per cent 
and royalties up to 20 per cent 
while an immense web of 
bureaucracy must be negoti- 
ated to obtain concessions. 
This combined with the inevi- 
table risk and high capital out- 
lay han put off all but CTnah 
miners, armed only with per- 
sistence and pickaxes and not 
registered on any tax lists. 
Many, often illegal aliens, have 
made fortunes in recent years. 

But this is soon to change. 
The decline in oil earnings has 
made the fiwtuirngny strapped 
government eager to tap other 
resources such as gold with the 
help of foreign capital. In late 
1988 the authorities changed . 
the law on investments, 
enabling foreign companies to 
invest in gold-mining without 
being part of a joint venture. 

In December President Car- 
los Andres Perez also promised 
that the rate of tax on gold 
mining profits would be 
slashed to 35 per cent, a 
change expected In March 
when the mining law comes op . 
before parliament. President 
Perez has already Installed an 
official in the Mlws Ministry 
to reduce the backlog of appli- 
cations for concessions and 
streamline the procedure. 

The President hopes to turn 
Venezuela back Into one of . the 
world's leading gold producers 
as it was until the discovery of 
large deposits in the Transvaal 
in 1886. Rusted metal name 
plates found in the jungle 
today show that mining in 
those days was mostly carried 
out by British companies. 


The forthcoming changes are 
likely to spark off a new gold- 
rush by large companies rather 
than individual fortune hunt- 
ers. Two British companies 
have positioned themselves on 
the ground, o btain i n g rights to 
exploit concessions in Guyana, 
in the belief that the legisla- 
tion will change and that there 
is plenty of gold. 

The first British gold com- 
pany to appear in Venezuela 
since the gold-rush days at the 
end of the last century was 
Greenwich, which moved in 
five years ago. It is working mi 
two private concessions and 
two joint ventures with the 
government, though it has yet 


their plight has been high-' 
lighted. The dampdown in 
Brazil has led to a large influx 
of g wim pe u m into Venezuela. 

The damage caused by such 
miners is evident just a short 
distance from the Monarch 
pfont where claybanks are 
stripped of trees and perme- 
ated a series of hofes 7 as if 
made by same strange animal 

That animal jg who digs 
holes with picks 25m deep ar- 
until he hits a vein ami then 
carves underground caverns, 
working in suffocating condi- 
tions. Around El Callao about 
120 have permits but authori- 
ties estima te 5,000 are nrhrlnc - 

Pedro, a Colombian, and his 


The decline In oil earnings has made the 
financially strapped government eager to 
tap other resources such as gold 


to start mining. 

Mr Roger Silver, a director of 
Greenwich, whose son’s thesis 
on EL Dorado sparked off his 
own interest, behoves there is 
325,000m worth of gold which 
could reasonably be produced 
Over the medium-term. 

Monarch Resources, the big- 
gest mining operator in the 
country, moved into Venezuela 
in 1986 when increasing politi- 
cal tensions in South Africa 
encouraged them to look for an 
alternative source of gold sup- 
ply. Monarch runs the rally pri- 
vate mine in Venezuela, work- 
ing in partnership with the 
government owned CVG and 
Venezuelan investors such as 
Banco MercantiL 

Last December they began 
processing a huge amount of 
tailings from El Callao, once 
the world's richest mines. 
Because of the inefficient 
methods of the past the tail- 
ings still contain considerable 
quantities of gold (around L34, 
gramme per tonne) which 
today can he extracted feidy 
easily. Monarch believes there 
are enough tailings to produce 
688kg of. gold per annum for 
the next, eight yean. 

Monarch, will also begin min- 
ing El Callao where records 
indicate the old mine con- 
tained grades of ore of up to 
215 gramme per tonne; else- 
where in the world milling is 
profitably carried out with 
only four grammes per tonne. 

Mr Fred Van Dungen, 'man- 
ager cf Monarch's operation, is 
more excited by another of the 
company's concessions. La 
Camara, at El Dorado, where 
preliminary drill finrUngg indi- 
cate the presence of 57D.OOO 
tonnes at 20 gramme per frame 
between 50m and 300m deep. 

Monarch’s sophisticated car- 
bon in pulp operation is differ- 
ent to the methods of small 
miners or the illegal Brazilian 
garimpeiros, so much In the 
news for the ecological damage 
they cause and their threat to 
the Yanomaml Indians of 
whom there are more in Vene- 
zuela than in Brazil where 


mother and brother have 
struck a vein, some 20m down, 
and take turns at being low- 
ered by rope into the deep 
black well to scrabble for ore 
until they can barely breathe. 
Recently, they had a good 
week. Their two sackloads cf 
ore contained about 20 gramme 
per tonne, of which the BrazQ- 
zan millawner who refines it 
using mercury will takes 40 per 
cent The haol will have netted 
the. family $300 at a gold-buy- 
ing agent in the nearby town. 
Bat this Is rare fortune. Last 


year Pedro’s father was killed 
in such a hole. 

Such gold is often sold out- 
ride Venezuela at a premium 
often for drug laundering pur- 
poses. To reduce smuggling, 
estimated to account for more 
than 70 per cent <rf total out- 
put, in 1987 the Central Bank 
adopted a new policy of buying 
supplies from domestic miners 
at International prices. 

Their purchases made possi- 
ble the first official gold export 
of three frames worth $47m in 
December 1987. Sales in 1988 
leapt to 21 tonnes wrath 3298m. 

Of this only three tonnes 
were registered for tax and Mr 
Celestino Armas, the Mines 
Minister, said the actual pro- 
duction last year was 27 
tonnes. This year less has 
crane in bec ause, whe reas ea r- 
Her anyone, even the garunpei- 
ros , could sell gold to the Cen- 
tral Bank, the rules have been 
made stricter with the result 
that more is being smuggled 
end more gpi^n miners such as 
Jean Louis, forced out of busi- 


The forthcoming tax changes 
and liberalisation is expected 
to see an influx of big mining 

rampfinipft 

The government of President 
Perez, who Ironically national- 
ised the gold industry in 1974, 
hopes to have really hit £3 Dor- 
ado by the end of the decade 
and be producing 250 tonnes 
per annum. 



Christina Lamb Most gold Is extracted by individual, often illegal, miners 


SU MEJOR CITA EN VENEZUELA 

En su prdximo viaje de negocios a Venezuela, 

Ud. tiene muchas razones para hacer su primera cita 
con nosotros, la gente del Banco Latino: 




• Nuestra experiencia y compro- 
bada eficienda en el manejo de 
txansacciones internarionales, a 
lo largo de 40 afios. 

1 Nuestras 83 agencias y sucursales 
en todo el pals, qne nos penniten 
garautizarle mayor cobertura, 
con m£s y mejor servieio. 

1 Nuestra Division Inlcmacional, 
con personal idtineo para el ma- 
nejo de sus operaciones de im- 
portaci6nyexpoitaci6n.Geiito(fe 
reconocida experiencia en co- 

V Tnercio intern acionaL 


Nuestros dos bancos afili 
Banco Latino Internacion 
Miami y Banco Latino N.' 
Curasao, N.A., que reafi 
nuestra cardcter de instit 
mtemacionaL al servieio c 
operaciones que Ud. nos 
comiende. 


Par dstas y muchas otras ias 
su primera dta con nosotr 
Venezuela, serfl el inicio d 
sdlida y rentable refccidn. 


BANCO LATINO CJL 

Centro Buabdao T-arinn^ 
Avda. Urcbmeta, 

Animas a Plaza Espafta. 
Apanado de Cojtcos 2026 
Caracas 1010. Venezuela. 


BANCO LATEVCTN-V. 
61 Ruyierkade, Kso 3,- • 
WiSemstad, ' , 

Curasao, N.A. 


banco latino INTERNACIONAL 

801 Brickell Avenue 
Suite 2 1 00 

Miami, Florida 33131. 



*1 Banco de hex 
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Robert Graham assesses moves to strengthen the economy 

High price of adjustment 


AFTER A tranmatie year of 
brutal adjustment, the worst 
imbalances bam been removed 
from the economy and a sound 
base la being: laid Cor sustained 
recovery.: However, the adjust- 
ment process is for from com- 
plete and it will require both 
political perseverance and 
skilled management to lower 
inflation, juggle interest rates 
and exchange policy while 
holding off social unrest over 
declining Wiring standards. ' - 

“This year will be a tfifffoolt 
year with high inflation,” pre- 
dicts Mr Pedro Palma, head of 
independent ' consultants, 
MetroEconomia. 

Inflation has been higher 
than originally anticipated; but 
the broad short-term objectives 
of the Perez administration, 
introduced last February, are 
being achieved. 

The public sector deficit has 
been slashed from 9 per cent to 
1.7 per cent of gross domestic 
product (unofficial estimates 
are less dramatic); domestic 
savings have risen,- exchange- 
rate distortions have been 
Ironed out; the <mrrent account 
has swung from a $4.6bn deficit 
to a $792m surplus and 
reserves have risen by almost 
$lbn to 97.4bn. 

The price far this achieve- 
ment has bran a painful reces- 
sion. According to Central 
Bank figures, the adjustment 
measures introduced last Feb- 
ruary forced a 8.1 per cent fall 
in .GDP. Some economists, 
believe the drop was over 10 
per cent 

The private sector con- 
tracted by 12.6 per cent and 
construction activity fell back 
30 per cent The sheer abrupt- 
ness of going into reverse can- 
not be over-emphasised: in 
1988, in the final year of the 
Lusinchi government, the 
economy grew &3 per coat 

Tough thfwigh t-Hia mmWrfrwi 
has been. President Carlos 
Andres Perez Had hh^a alterna- 
tive when he assumed office a 
year' ago. His predecessor 
allowed the. country's external 
position to deteriorate to the 
paint of precariousness by foil- 
ing to curb imports and permit- 
ting a disastrous foreign 
exchange policy that drained 
reserves. 

In the period 1986-88, Vene- 
zuela lost . $8.5bn in reserves 
through uncontrolled imports, 
subsidies that encouraged re- 
exports to Colombia and the 
Caribbean and because of an 





Inm ore mining to foe Guayara region: life mtor Iim bean given 


artificially low bolivar/dollar 
exchange rate frozen .-. at 
Bsl450. The external account 
was affected by an unnecessar- 
ily proud approach ,to Vene- 
zuela's $33bn foreign debt, 
on the payment of 
and interest Thus 40 
per cent of export earnings 
were eaten up in debt pay- 
ments. 

Former President Lusinchi 
had sought to keep all sectors 
of" society happy ignoring 
structural reforms or the prob- 
lems were accumulating. 
Credit was easy to obtain with 
negative interest rates and a 
false rise occured in 1988 
fuelled by the pubfic sector def- 
icit which rose over two points. 
Lower international oil prices 
contributed to the deteriora- 
tion of public finances. 

Corrective measures, espe- 
cially a sharp rise In petrol 
prices, provoked on February 
27 the most serious riots seen 
in Caracas' recent history, in 
spue of the shock waves pro- 
duced by toe bloody riots, the 
Government pressed ahead 
with , an orthodox stabilisation 
Apart from price 
and a tripling of 
interests rates, the main distor- 
tion ironed - out concerned 
exchange rates. 

The system of preferential 
exchange rates was eliminated 


fn favour of single rate fixed by 
the Central Bank after a hefty 
devaluation from Bsl4.5 to 
Bs38 to the dollar. Such a 
sharp change in the parity is 
still being absorbed. The Gov- 
ernment underestimated the 
extent of letters of credit out 
standing at the time (96.3bn 
Instead of dollars $2.7bn) and 
several compan ie s and banks 
have been badly hit by foreign 
exchange losses. 

In order to cover the cost of 
the foreign exchange loss on 
letters of credit companies 
have raised prices more steeply 
than antitdnated. and this has 
contributed to the cost-led 
inflationary spiral rnfiaHnn at 
year-end was running at 80 per 
ran* per year. 

Because the state generates 
more than 85 per cent of all 
famign exchange through con- 
trol of the strategic oil and alu- 
minium sectors, devaluation 
automatically brought extra 
bolivar revenue. 

This was an important ele- 
ment in helping to cut the pub- 
lic sector deficit last year. Pub- 
lic spending was also lower 
than expected due to delays in 
the preparation of social refief 
programmes. Meanwhile trea- 
sury revenues were up 122 per 
dent 

Economic activity is expec- 
ted to remain depressed at 
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least until the last' quarter of 
♦.His year and perhaps longer. 
Many manufacturers are still 
sitting on large inventories, 
having been hit not merely by 
the drop in domestic demand 

but by the disappearance of 

Caribbean and Colombian 
demand encouraged by the pre- 
viously low prices. For those 
companies producing con- 
sumer goods and foodstuffs, 
the latter market accounted for 
up to 20 per cent of sales. 

Unemployment, put at 9 per 
cent by the Government, is 
believed closer to 14 per cent 
with another 40 per cent 
under-employed. Some new 
employment will come from 
Government public works pro- 
grammes and new investment. 

The combination of tight 
company cash flows and high 
unemployment is expected to 
moderate wage demands. 

There are signs companies 
outside the state sector cannot 
afford to pay the 25 per cent 
wage increase decreed by the 
Government at the end of the 
year. Given that pressure on 
prices will be lower infla tion 
should come down to below 50 
per cent in 1990. The Govern- 
ment hopes that when new 
trade liberalisation measures 
come into force in March, this 
wfll have a positive impact on 

inflation. 

Imports are fikafy to pick up 
from last year’s low of STbn. 
stimulated by a 7 per cent real 
Increase in public investment. 
Hiowever, the size of the trade 
.stzrphdi jshoplfl. jwnato ,ah#e 
$4bn. since oil earnings will rise 
slightly to JS9y4bn.and ncattra- 
fHtionai exports will continue 
their modest expansion. 

The overall balance of pay- 
ments picture will be deter- 
mined by the outcome of nego- 
tiations with the banks on 
920bn of commercial debt An 
agreement is unlikely before 
mid-year. Last year debt pay- 
ments totalled $5.5bn (f2.6bn 
amortisation and 93bn In inter- 
est). This outflow was offset by 
new external resources of 
Bs2.9bn. Even without an 
agreement with the commer- 
cial banks Venezuela is count- 
ing on the inflow of $1.2bn 
from the IMF. With the balance 
of payments capital account in 
balance, reserves could reach 
S9bn or mare at year end. 

The Government’s determi- 
nation to follow through with 
short-term corr e ct iv e measures 
will have a large impact on 
President Perez 1 pursuit of last- 
ing changes. The economic 
team headed by Mr Miguel 
Rodriguez, the Planning Minis- 
ter and including Mr Pedro 
Tlnoco, president of the Cen- 
tral Bank and Mr Moises Nairn, 
the Investment Minister Is 
committed to the free market 

Their aim is fourfold: 

• Reduce the role of the state 
through extensive privatisa- 
tion and cutting the bureau- 
cracy. 

• Deregulate to achieve 
greater efficiency and competi- 
tion. 

• Expand the role of foreign 

investment. 

• Shift the economy away 
from its oil dependency by 
encouraging new export-orien- 
tated industries and ending the 
import substitution model. 

Privatisation has yet to 
gather momentum. The Gov- 
ernment wants to transform 
the Venezuelan Investment 
Fund into the instrument for 
_ out privatisation. The 
was conceived, in the 1973 
oil boom as a vehicle for 
investing surplus income in 
strategic sectors. Overspending 
and the debt crisis have ren- 
dered it obsolete and the 
Fund's reserves have been 
raided. If its metamorphosis 
goes ahead this year, there 
could- be no more apt symbol erf 
fpfmnmip change. 

The Government has rewrit- 
ten the investment laws 
. tog up the country, but 
ere need to be convinced that 
tiie Government is really com- 
mitted to. a market economy. 

The most immediate test of 
how much Venezuela is capa- 
ble of change will come next 
month when import tariffs are 
due to be cut from 80 per cent 
to 50 per cent and when export 
subsidies are reduced. This wifi 
be the first competitive wind 
faced by local companies. 


PETROCHEMICALS, once 
viewed as a weak adjunct to 
Venezuela’s prosperous petro- 
leum Hiritwri ry, is to *Ha midst 
of an ambitious expansion pro- 
gramme that will raise produc- 
tion capacity from hmniw 
per year to nearly lOm tonnes 
per year by 1995. 

This expansion, funded by 
both public and priva t e capital, 
is being carried out by 
Pequiven (Petroquimica de 
Veoezuela SA), the country’s 
largest petrochemical producer 
and a wholly-owned subsidiary 
of the national oil company, 
PDVSA. 

Pequiven's goals are several. 
It aims to take advantage of 
Venezuela’s large reserves of 
natural gas as a base for mak- 
ing a wide range of petrochem- 
ical products that are competi- 
tive internationally. 

It wants to satisfy domestic 
dprppnd fop petrochemicals and 
fertilisers, and develop new 
sources of export revenue from 
products such as MTBE (an 
additive for petrol), methanol 
tm d ammonia. 

■ The company - alone or as 
a partner with international 
and Venezuelan investors — Is 
building several raw plants to 
Venezuela. At the same time, it 
is at various- stages of negotia- 
tions involving a dizzy array of 
other projects. 

Pequiven is building a 

500.000 tonne per year MTBE 
plant at the Eastern Petro- 
chemical w»wp i»» r to partner- 
ship with ENTs Ecafuel, and a 

70.000 tonne per year joint ven- 
ture polypropylene plant with 
Mitsui at ♦Hw Zulia-El TaUazo 
complex to the west 

The Venezuelan company is 
expanding an eriartng plant in 
Zulia, building a raw facility 
(350,000 tonnes per year of eth- 
ylene and 130,000 inn"** per 
year of propylene) and will 
erect plants to produce chlo- 
rine, caustic soda, urea and 

amwinnia and tn wIt fw Htigar a. 

The latter projects are 
owned by Pequiven. In 
tion, Pequiven is carrying out 
a number of other projects 
with local and International 
partners to produce ethylene 
oxide, ethylene glyd, styrene, 
fag and hlgh-denUy poly afliy l- 
ene, isopropanol, acetone, 
MVC, PVC, ammonia, metha- 
nol, propylene and polypropyl- 
ene. 

As well as Ecafuel and Mit- 
sui, foreign equity partners In 
Venezuela’s petrochemical sec- 
tor iwrfwdfi Cdf flilmin, Veba 
Oel, Olin, Shell, Dow Chemical 
and investors from Colombia. 

Three important Venezuelan 
groups - Grupo Zuliano, 
Indnstrias Venoco and Cori- 
mnn , have substantial stakes 
in the petrochemical sector, 
and possess extensive expert- 


Natural gas sparks 
ambitious expansion 



The petr o chemical Industry Is expanding: Olefins plant (n the 
western state of ZuUa which is increasing production capacity 


ence in chemicals and petro- 
chemicals. 

Venezuela's largest beer pro- 
ducer, Polar, plans to partici- 
pate in an ammonia project 
with Pequiven and Norsk 
Hydra Some large petrochemi- 
cal projects that were 

annnrmrod nndw the last 

eminent, which ended a 
year term to February 1969, are 
still being negotiated. 

These delays were mainly 
caused by uncertainty over a 
change in government and the 
new economic policies that 
might emerge. The year-old 
government of President Car- 
los Andres Perez has cleared 
many doubts by eliminating 

controls on foreign 
exchange, liberalising foreign 
investment rules and generally 
moving toward a free market 
economy. 

The administration made it 
dear that it waa interested in 
moving ahead with the petro- 
chemical expansion pro- 
gramme. In recent joint ven- 
tures, Pequiven has taken a 
maximum of 49.4 per cent of 
equity, hot it may opt for a 
smaller share in future deals. 

Pequiven wants the advan- 
tage of obtaining capital from 
international partners and is 
Interested In seeming their 
technology and gaining access 
to foreign markets. In spite of 
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Pequiven’s progress, some $2bn 
to $3bn in projects for petro- 
chemicals and other sectors 
are still waiting on a Govern- 
ment decision on debt-equity 
swaps. 

Last year the' Government 
initiated public auctions for 
swaps, but the amounts 
involved covered only small 
and middle-size projects. Vene- 
zuelan officials said that clear 
decisions on swaps for large 
projects should be taken soon. 

Pequiven is a well-managed 
and profitable concern. The 
company’s president, Mr Hugo 
Finol, said that Pequiven 
earned a net profit last year at 
954.4m. Production In 1989 
reached over 2m tonnes, per 
year, with several plants ach- 
ieving record output 

Pequiven exported 629,000 
tonnes of products in 1989 
worth $68.4m. The company 
started up a 264,000 tonnes per 
year sulphuric add plant last 
year and is close to completing 
extensive Infrastructure work 
on its Eastern Petrochemical 
complex. 

Super Oct anas, the joint- ven- 
ture MTBE plant being built at 
the eastern complex, will go on 
stream in September this year, 
Mr Final said. 

Pequiven has direct invest- 
ments of 9625m to new projects 
this year, while joint venture 


companies, where Pequiven is 
a partner, are to invest another 
9500m in Venezuela. 

Last year, Pequiven signed 
agreements with international 
concerns covering several new 
projects, including construc- 
tion of a 9200m m^tHawnl plant 
(660,000 tonnes per year) in 
Venezuela with Ecafuel as a 
partner; another methanol 
plant (750,000 tonnes per year) 
costing $263m with Mitsubishi; 
use of Hoescht technology for a 
raw plastic facility, and con- 
struction of a 9120m styrene 
monomer plant (150,000 tonnes 
per year) to partnership with 
Dow Chemical and the Grupo 
Zuliano. 

Venezuela's petrochemical 
sector was not always a mon- 
ey-maker or an attractive tar- 
get for foreign capital 

Prior to 1978, when PDVSA 
too k over the industry and set 
Up Pe qu iven, the petrochemi- 
cal sector was controlled by 
the Venezuelan Petrochemical 
Institute (IVF), a government- 
owned entity that had accumu- 
lated hundreds of millions of 
dollars in losses. - 

For a variety of reasons - 
mostly political interference - 
and a cumbersome operating 
structure - the IVP was 
unahle to run its most impor- 
tant plants with any degree of 
efficiency. The IVP staggered 
along for years until President 
Perez put the industry under 
the full control of PDVSA’s 
professional managers, and 
allowed it to function as a com- 
mercial entity. 

In what is a stunning suc- 
cess story for Latin America, 
Pequiven put the industry's 
complicated plants to full oper- 
ation, straightened ont its 
finances and began making 
steady profits to 1984. 

Pequiven’s main problems 
are coping with the growing 
pains inherent in any large 
expansio n and mana ging a hig 
annual deficit derived from a 
government policy of selling 
fertilisers to Venezuelan form- 
ers at tor below international 
prices. 

The Government ‘compen- 
sates the industry for losses in 
the fertiliser business, and Has 
pledged to phase out the sub- 
sidy over the next several 
years. 

Joe Maim 



COMMON 

A Venezuelan company 
with global perspectives 


Corimon is the parent 
company of a diversified in- 
dustrial group that was 
founded in Venezuela 40 
years ago. One of the lar- 
gest concerns in Vene- 
zuela’s private sector, em- 
ploying well over 4.000 peo- 
ple, Corimon has achieved 
positive growth and earned 
net profits every year of its 
corporate life. 

The Corimon Group to- 
day makes a wide range of 
industrial chemicals, mate- 
rials for the construction in- 
dustry and processed food 
products. It also is a leading 
producer of packaging and 
graphic arts materials, and 
offers a variety of specialized 
services such as conceptual 
and process engineering, 
project management and 
export promotion. 




For the fiscal year ending 
May 31, 1989, the Corimon 
Group posted a net profit of 
USS 8.6 million on sales of 
USS 320 million. 

While most of the com- 
pany's production facilities 
are wholly-owned, Corimon 
also operates several plants 
in Venezuela in partnership 
with international firms such 
as Olin Corporation, Na- 
tional Starch, Reichhold and 
Lummus. Furthermore it owns 
a minority interest in a com- 
pany where Ciba-Geigy has 
a participation. 

Corimon serves the Ve- 
nezuelan market and ex- 
ports to Europe, the United 
States, Canada, the Far East, 
Latin America and the Cari- 
bbean. 

The company is placing 
new emphasis on a steady 
expansion of exports based 
on its ample experience in 
making quality products, 
applying .advanced tech- 
nology to its manufacturing 
processes and using inno- 
vative techniques to adjust 
its business lines to market 
challenges. 


Corimon 's export line 
enjoys unusual competitive 
advantages due to several 
factors: 

• Access to domestically- 
produced energy and raw 
materials which costs are 
among the most competiti- 
ve worldwide. 

• A well-trained labor force. 

• Excellent geographical 
position for reaching clients 
throughout the world. 

• Experience in quality ma- 
nufacturing, domestic and 
international marketing. 


CORIMON CA. 

Head Office: 

Edificia Corimon, 

Calle Hans Neumann, 
Los Cortijos de Lourdes, 
Caracas, Venezuela. 
Telephone: {02)2035555. 
Fax: 58 (02) 239.0002 
Telex: 25218 
CORMOVC 

Please address any 
inquiries to: 

Monexport CA, 

Apartodo Fbstd 3654 
Caracas 1010-A, 
Venezuela. 





I uuua^naxxi o wen n rr <sn*wrtH-r*h"n 


VI* 


FINANCIAL TIMES WEDNESDAY FEBRUARY 21 I99C 


OIL SECTOR 


The exception to an 
unenviable record 


THE COUNTRY'S political 
leaders have achieved an unen- 
viable record. They have badly 
mismanaged almost every 
important sector of the 
national economy. But there is 
a striking exception. 

Since the Venezuelan gov- 
ernment nationalised the 
petroleum industry in 1976, 
successive administrations 
have allowed it to be run by 
professional managers and 
have avoided gross interfer- 
ence in its affairs. As a result, 
Venezuela’s national ail com- 
pany, Fetroleos de Venezuela 
S-A. (PDVSA), Is strong, profit- 
able, well-managed, and ranks 
as one of the most Impo rtant 
concerns In the world petro- 
leum business. 

Last year, according to offi- 
cial sources, PDVSA received 
$9.4bn from exports of crude oil 
and refined petroleum prod- 
ucts, up approximately $lbn 
from 1988. No figures have 
been released on I989’s net 
naming s , but the company had 
a net profit of $L02bn in 1988 
on total income of $8.64bn and 
is expected to show substantial 
profits for last year and 
on ward. 

In 1989, the company 
reported crude oil reserves of 
dose to 60bn barrels, the larg- 
est in the western hemisphere. 
Crude oil production, exclu- 
ding condensates and natural 
gas liquids, was said to be 
1.62m barrels per day (b/d) last 
year, and is projected to rise to 
1.95m b/d in 1990. 

Crude mk production poten- 
tial was put at 2435m b/d, but 
this level of production could 
not be sustained for a long 
period of time under current 
conditions since many of Vene- 
zuela's oil fields are old. 

The company expects to 
have 47,000 employees by the 
end of this year, including 
workers in the petroleum and 
petrochemical sectors, up from 
45,069 in 1988. 

PDVSA has changed dramat- 
ically since it took over foreign 
oil concessionaries in 1976. At 
that time, the company was 
mainly a refiner and exporter 
of residual fuel oils. It was a 
company with no overseas 
operations and a relatively 
gwiqli number of international 
clients. 

More worrisome was that it 
had dwindling reserve s of light 
and medium crude oiL Thanks 
to sound planning and substan- 
tial investments, PDVSA 
strengthened its resource base 
at home and converted itself 
into a diversified international 
energy company. 

It found and developed large. 



new reserves of light and 
medium crudes, changed refin- 
ing patterns so that it could 
export more high-value light 
products and expanded its cli- 
ent base. In 1983, PDVSA 
began an ambitious pro- 
gramme of overseas Invest- 
ments in oil r efining and distri- 
bution systems aimed at 
securing market shares in the 
US and Europe. 

The company is a 50-50 part- 
ner in Ruhr Oel, an oil and 
petrochemical company in 
West Germany, and in Swe- 
den’s Nynas Petroleum. 
PDVSA has built a strong pres- 
ence In the US, its most impor- 
tant market 

The Venezuelan company 
owns Citgo Petroleum a US 
refiner; is sole owner of Cham~ 
piin Bgfming in Texas, and a 
50 per cent partner - with 
Union Oil of California - in 
Unoven, located in the Mid- 
west. The company leases a 
former Shell refinery from the 
government of Curacao. 

This means that PDVSA has 
about 1.5m b/d of refining 
capacity outside Venezuela, 
plus 1.2m b/d at home. These 
overseas holdings have been 
very successful. Moreover, 
PDVSA has diversified into 
coal and is marketing a new 
product, called Orlmulsion, 
that it developed jointly with 
British Petroleum. 

Orlmulsion, sometimes 
called liquid coal, is an emul- 
sion of bitumen, water and 
chemicals which competes 
with fa el oil used in electric 
power companies and other 
industrial sectors. It is clean e r 
than coal, can be transported 
and stored like fuel oil, but is 
cheaper. 

Bitumen for Orlmulsion is 
obtained from Venezuela’s Ori- 
noco Belt, the world’s largest 
accumulation of bitumen and 
extra-heavy petroleum. The 
company is carrying out an 


investment programme that 
rails for outlays at $l5-8bn up 
to 1995. The company’s invest- 
ment plan an d product diversi- 
fication are intended to keep 
PDVSA in a flexible position in 
international markets, and 
increase its ability to respond 
to market shifts. 

The Government prefers not 
to talk publicly about Orimul- 
«rtnn, but it plans to market 
large volumes over the next 
few years. If successful, it 
could provide substantial new 
income. 

Venezuela rails Orimulsion a 
nan-conventional hydrocarbon 
product and does not include 
hH- nmen production within its 
OPEC quota. Only relatively 
small volumes of Orimulsion 
have been exported so far, but 
as sales increase, Venezuela 
might lace problems from some 
of its OPEC comrades. 

In other areas, Mr Celestino 
Armas, Minister of Energy and 

Mines, says the goals of the 
investment programme are: 

• Raising proved reserves of 
crude oil to 70bn barrels and 
increasing production capacity 
to 3£m b/d by 1995. 

• Increasing domestic oil 
refining capacity by around 
400,000 b/d while continuing to 
stress the processing and 
export of high-value, light 
products such as petrol and 
kerosene. 

• r ifting coal production to 
5m tonnes per annum. 

• Raising petrochemical pro- 
duction capacity to nearly 10m 
tonnes per year. 

PDVSA has moved aggres- 
sively to acquire petroleum 
storage depots offshore, thus 
effectively blocking out some 
unwanted competition from 
other oil companies. The com- 
pany recently agreed to pay 
about $100m for a mothballed 
Chevron refinery in the Baha- 
mas. This gives the company 
20m barrels of additional star- 
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An Absolute Leadership 

BECAUSE THERE IS ONLY ROOM 
FOR ONE EM THE FIRST PLACE 


And Banco Provincial is: 
FIRST 


in Authorized Capital 
in Subscribed Capital 
in Net Worth 
in Credits 

to be Converted into Open 
Capital Company 
in Bank Technology 


As a result, Banco Provincial is: 
FIRST 

in Customer Service 
in Efficiency 
in Private Banking 
in Corporate Accounts 


Sore 1953 
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Venezuela's petroleum exports Ms year are expected to reach more than $1 Obn, up from $9Abn In 1980 


age c a pac i ty in the Caribbean. 

PDVSA also bought an oil 
storage depot in Bonaire last 
year anf ^ controls tank facili- 
ties at the refinery it leases 
from Curacao. PDVSA’s oil 
storage capacity outside Vene- 
zuela, inrftuHng the Bahamas 
refinery, is now about 100m 
barrels. Mr Armas said 
recently that PDVSA will buy 
new tankers to enlarge its fleet 
of 19. 

A new element in Venezue- 
lan oil policy involves foreign 
investment. The Government 
of President Carlos Andres 
Perez has Mid that it is inter- 
ested in working oat agree- 
ments with international oil 
companies in upstream (explo- 
ration and production) and 
downstream (refining and mar- 
keting) activities within Vene- 
zuela. 

This is a departure from past 
policy. When Mr Perez was 
President of Venezuela from 
1974-79, he executed, the oil 


industry nationalisation. Since 
then, PDVSA has only been 
allowed to run joint ve n t u res 
with foreign partners in the 
petrochemical sector. 

However, the Government 
realises that it does not have 
the money to push ahead with 
all the new exploration and 
production programmes it has 
r i«mn>d, or to develop several 
costly new {Rejects in oil refin- 
ing and natural gas that will 
serve export markets. 

With PDVSA’s excellent 
record as a partner in overseas 
ventures and its sound ftnan- 
cial standing, it should have no 
trouble finding partners for a 
variety of new ventures at 
home. Shell and BP are among 
several international compa- 
nies that have been discussing 
joint-venture projects with the 
Venezuelans. 

However, potential investors 
paint oat that there is at least 
one roadblock; tax legislation 
takes a heavy share of 


PDVSA’s profits. H foreigners 
are to invest large sums in the 
domestic oil and gas sector, 
this tax burden must be 
reduced. 

PDVSA’s does have prob- 
lems. One serious . long-term 
difficulty is Venezuela's domes- 
tic market, where PDVSA is 
TTinWng a joss due to artifi- 
cially low retail prices for 
refined products. 

Governments in Venezuela 
have generally been reluctant 
to domestic fuel prices to 
avoid a negative political reac- 
tion. As a result, prices for 
many years have been for 
below international levels, and 
PDVSA has been suffering 
In crradTig fiwfmrfai losses in 
this area. 

Last year; its loss on the 
domestic market was . over 
3386m. In early 1989. home 
prices for refined products and 
rwtnrai gas were raised by an 
average of more than 100 per 
cent as part of a general 


economic reform programme. 

Higher petrol prices sparked 
riots and looting last February 
that left around 800 persons 
itead- prices today, however, 
remain very low in interna- 
tional terms due to devaluation 
of the Venezuelan currency. A 
g a ll o n (DS) of high octane pet- 
rol, for example, costs , the 
equivalent of 26 emits. . 

In . spite of fierce political 
opposition to higher fuel 
prices, the Government seems 
intent on . making regular 
Increases in. order to cut the 
industry’s losses. 

Another area of concern is 
the temptation of politicians to 
ippfidifl in the industry’s oper- 
ating affairs. Hie Government 
is legally responsible for set- 
ting oil industry policy. 
PDVSA and its subsidiaries are 
charged with implementing 
fliia policy. But sometimes, the 
lines of authority are blurred. 

For example,; PDVSA: 
recently agreed to purchase 


the Southland Corporation’s 50 
perwcl holdi ng m Cfojp Petro- 
jetzm for over 6660m, an opera- 
tion obviously appro ved at the 
highest levels erf government - 

At the same time, however. 
President Perez announced 
that Venezuela wiD sail 50 per 
cent of Citgo. Such s t a t e ments , 
which sometimes are in t ended 
for home' consumption, call 
into question the policy-mak- 
ing abilty. of the executive 
branc h mid do no good tor 
PDVSA, which will some day 
try to' sell half of Its Citgo 
shares at a profit . 

PDVSA is in need of a prun- 
ing. O riginally , PDVSA WHS Set 
up as-a parent company to 
manage the oil industry's main . 
operating units, Corpoven, 
Maraven and Lagoven, as well 
as a number pf other subsid- 
iaries. The plan was to have a 
staff of about 200 at the patent 
company, but PDVSA today 
has become a much larger 
bureaucracy. . 


puuto de i 


Christina Lamb on an environmental approach that still fails to produce results 


Policy promises fail to materialise 


THERE IS something odd 
about a country with 180 ecol- 
ogy groups for the protection 
of everything from disappear- 
ing forests to endangered spe- 
cies and Indian tribes yet 
which has litter everywhere 
while the complete lack of sew- 
age treatment plants has 
caused its two largest lakes to 
silt up. 

Venezuela, on paper at least, 
has a long conservation tradi- 
tion. It was the first In the 
region to set up an environ- 
ment ministry in 1977, helped 
by the wealth from its oil 
reserves. Its first national park 
was created in 1937 and today 
there are 32 covering 12 per 
cent of its te rr ito ry. Venezuela 
dropped a programme to 
develop its Amazonian areas in 
the early 1970s after reports 
showed the damage it would 
cause to the forests. 

Last year there was an out- 
cry when the film-maker 
Steven Spielberg wanted to 
shoot some of his film Arach- 
naphoMa. an top of a tepid, a 
strange flat topped geological 
formation almost unique to 
Venezuela with a fragile eco- 
system to which 75 per cent of 
the plants are endemic. After 
intense lobbying a small crew 
was allowed in but conserva- 
tion groups felt even that was 
too much and set a bad prece- 
dent. 

Venezuela has much to pro- 
tect though it has had less pub- 
licity other countries in 
the region. Its territory con- 
tains a wide range of ecosys- 
tems — Wgh mountains, sear 
sonally flooded plains, 
mangroves and marine coastal 
wetlands. Some 15 per cent of 
the world’s bird species are 
found only in Venezuela. It has 



THE D\ft GROUP OF COMPANIES 

• Duarte Vivas yAsociados^CA 

• NavleraCaribana 

• AsistenoaMarffimaProfesionai 
(ASIMARPRO) 

• Ftetamentos FBoiago CA 


Trading, Shipping and Financial Services 
For an integrated approach to business in Venezuela 

Phone: (582) 573.0311 - 573.001 1 
Fax: (582) 574.1445 - 574.1545 
Telex: 28882 or 28683 DUART VC : 
Address: Edit Polar, piso 7, Plaza Venezuela 
Caracas, Venezuela 


more varieties of mammals 
than Africa south of the 
Sahara, and more species of 
plants than US and Canada 
combined. 

The statute books are a 
model of tough regulations. 
Last year the ministry issued 
40 decrees to protect natural 
resources setting forestation 
limits, crea t i n g more reserves, 

and putting a blanket ban OH 

all mining in t.ha Amazon 
region. Dr Enrique Comenares 
Finol, the Environment Minis- 
ter, says: “We would rather 

save our environment for the 
future than make quick money 
by developing mineral 
reso u rces in these areas". 

Fine words but the problem 
Is implementation. At Puerto 
Cabelle, sulphuric add and 
paper plants spew noxious 
emissions Into the sky and sea 
which is an ugly brown. In 
spite of regulations on emis- 
sions and safety, 10 years ago 
there was a large mercury 
spill. Dr Glenda Marina at 
Fudena, (me of the oldest con- 
servation groups, says: “On 
paper we are one of the best 
but sadly we have no record 
for implementing.” 

Illegal goldmining Is on the 
rise, particularly since the 
clampdown in Brazil. Esti- 
mates indicate that xtp to 50,000 
gar vnp e ir os are destroying the 
forest, silting rivers tor wash- 
ing SOfl and ran tarn inn trng- arti- 

Tnfll Ufa by using mer cur v to 
shift the gold. The National 
Guard have set up border 
oatrols but the huge distances 
and difficult jungle terrain 
make it hard to police. 

The Government has tended 
to think it enough to declare 
an area “protected” without 
either properly managing it or 
attempting to renew its 

resources. 

Venezuela’s low population 
density and lack of industrial- 
isation have prevented envi- 
ronmental problems of add 
rein and river pollution. But 
Dr Aldemaro Romero, the 
founder of BIOMA, one of the 
biggest conservation groups, 
says: “We have already lost 25 
pm* cent of our natural vegeta- 
tion." 

Many conservation projects 
Initiated during the dl peak of 
file 1970s have since been cut 
back or terminated. The fear is 
that as financial problems 
force the country to di vers ify 
into non-oil areas such as 
Increased industry, mining, 
tourism and agriculture, envi- 

r °Ett>'lVSn^ Maldonaldo, a^eai^ 
ing rancher believes that prog- 
ress in these areas can be com- 
patible with environmental 
protection. His land is in Los 
Llanos, the plains north of the 
Orinoco. Recent agricultural 
expansion in this area, has 
damaged the environment with 
excessive use of pesticides and 


changes in the water regime, 
whQe overhauling has almost 
wiped out some species such as 
Orinoco crocodiles and Amazo- 
nian rive? turtles. The sale of 
their hides while forbidden in 
Venezuela, nri»s high prices 
in Colombia. 

Dr MaldonaTdo set up a sys- 
tem of dams and dykes to keep 
water flow even over the sea- 
sons and turned much of his 
ranch into a reserve, 
ing animals such as 
guire, the world’s biggest 
rodent, which was almost 
wiped out but now numbers 
40^100. Banning the reserve has 
been good for business. Chi- 
g tdr e s are test breeders so can 


be sold^ and thereiaa 
source of i n c ome from tourists. 
Other wealthy formers are 
copying bis example. 

Environment is' not just a 
middle class concern. In Para- 
guana peninsula where the 
main activity is goat forming, 
three local communities were 
so wearied about the destruc- 
tion, of their last remaining for- 
ests that they handed over the 
land to BIOMA and refused 
mining rights to a company 
which bad discovered graphite, 
in spite of lure of jobs and 
money. 

A Critical Areas progr am me 
to “preserve the last of the 
least” was set op with locals ' 


patrolling to atop deforestation ■ 
or grazing. 

-The difference today In these 
reserves is remarkable - 
crossing the boundaries one 
enters a new wodd of rare par- 
rots, crimson and orange birds, 
orchids and flowering cactuses, 
strange limestone formations 
among which ninths and 
armadillos once stalked. 

This shows that Venezuela’s 
environment can still be saved, 
in spite of its fiscal problems. 
It is a manageable size and Dr 
Marina says: “There is enough 
information available now for 
us to diversify in ways which 
do not greatly damage the eco- 
system." 
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THE UTILITY companies 
anticipate a breathing space of 
a few years before large-scale 
hydroelectric ■ and. gas-fuelled . 
generating projects will be 
needed to meet renewed 
demand for electric power 
which has fallen during the 
recession. - 

Under new rales to encour- 
age foreign investment, inter- 
national companies may find 
new opportunities topartUrfy 
pate in the development of 
Venezuela's energy gen eration, 
transmission azm servicing sec- 
tors. 

The electric power industry 
is a b a rometer of hour esten- 
shnely the country’s economy 
is op eiri iiy i^ to privatisation 
and foreign investors, 

Venezuelan consumers enjoy 
one of the best electrical 
energy services in Latin Amer- 
ica served by a mix of private 
and public electric utility com- 
panies. Brownouts (when com- 
panies lower output to meet 
high levels of demand) and 
electrical surges that cripple 
other Latin industries are seen 
Infrequently in Venezuela. 

Do minant . in the electric 
power industry am the private 
La Electricidad de Caracas, 
serving the capital's 511473 
subscribers; the monolithic 
state company Cadafe, serving 
92 per cent of national territory 
with l.7m subscribers; and 
Edelca, a subsidiary of the 
state-owned conglomerate 
CVG, which is respons&de for 
electric power generation in 


Leopoldo Sucre Figaro 11a, 
hoed of CVG: manages hydro- 
etodrle power eompanlea 

the heavy industry cent r e of 
Guay ana. A number of Hiwan 
private and state companies 
completes the. jme-uji. . 

The industry, ostensibly sub* * 
ject to Ministry of Energy and 
Mines policies, has been sub- 
ject to Hitle co-ordination by 
the ministry. As a result of the 
power companies' initiative 
ynd planning, the country baa 
been integrated into a national 
grid since 1987 to mi ni mis e 
electric power failures. 

The grid, known as OP5ZS, 
(Operation of Interconnected 
Systems), regulates the flow of 
electric power from Edelca's 
hydroelectric power dams in 
the south-eastern part of the 
country to Udi Jwnand areas 
and joins with Cadafe’s gener- 
ating system to reach as far 
west as Maracaibo. 

Fran OPSD3 in Caracas, it is 
possible to channel increased 
electrical flows anywhere in 
the country that has peak 
demand, a power outage or a 
shutdown of its normal energy 
source. With Venezuela's 
installed capacity at about 
18,000 megawatts (mw), the 
country is well ahead of 
demand. 

■ T ftwpaa wipu rf ty me a ns that 
negotiations on electric power 
sales to Guyana and Colombia 
have a good chance of success. 
Hydroelectric projects p l a n n e d 
on the Caroni river in eastern 
Venezuela could have their 
construction sched u le length- 
ened since a 9 per cent 
increase in demand this year 
and another peak of 13 per cent 
in 1993 were planned to meet 
aluminium plant openings 
which are expected to be 
delayed. 

With the pace of projects 
slowed, the electric energy sec- 
tor has time to analyse the cost 
effectiveness at its generating 
plants. State-owned petroleum 
companies are slowly convert- 
ing from liquid fuel-powered 
generators to gas-fuelled 


Bart of the new interest in! 
/ . cost control lias, been forced on 

- state-owned companies since 
the Government has- sought to 
fimlt deficit spending as part of 
an agreement with th& lntenia- 
tianaL Monetary Fund. 

A long-overdue electricity 
rate increase was authorised 
beginning April, 1989, and all 
utilities are making monthly 
adjustments in their rates. . 

With a cefHng on rates and 
less chance to dip tote the trea- 
sury to cover inefficiency, gov- 

- eminent companies . ■ have 

incre a s e d ince nti ves to control 
their expenses. 

: Cadafe, GA. da Admintetra- 
.don y Foment© Electrico, 
announced to February a large 
restructuring programme 
breaks up its (vexatious into a 
headquarters company, a 
power generation and trans- 
mission company, four 
regional service and distribu- 
tion cimpantes, and a division, 
to oversee the Uribante Caparo 
•- li y tl niBlfflM g complex. 

The rest of the responsibili- 
ties of the complex, which 
Includes projects to regulate 
water levels in the central 
‘ flood plains and rivers, is to 

move to the K mrt www nunt TWn. 
istry._ With this goes 35 per 
cent of Cadafe's outstanding 
debt, which totals $L4btL 
Mr Atiflo CastQlo, president 
of Cw U lte . said that- www the 
utility's day-today operations, 
there were "zero criteria -for 
cost savings.” With rate 
increases, the company needed 
to change its focus from devel- 
oping capacity and installing 
transmission lines to providing 
reliable and wfSftent to 
customera- 

The utility, founded 81 years 
ago to electrify most rural «nri 
urban areas, has brought eleo- 
trlc power to every town with 
more than 500 inhabitants. It 
has raised its installed capacity 
twenty-two fold to 4,696mw, 
increased the number of sub- 
scribers eight times, to 1.7m 
(reaching an estimated popula- 
tion of 10m), and more than 
quadrupled its workforce to 
14400. 

With this growth have come 
high operating costs. Putting 
social democratic principles 
into practice, Cadafe delivers 
electricity to 483,890 low-in- 
come subscribers who qualify 
for a special rate of So bolivars 
(3145) every two months. Prior 
to recant rate increases, 
high-level individual consum- 
ers had cheap energy costs, 
ayestagfog 323.08 per month, 
vrithairconditloiriiig-andothCT: 
appliances running at full 

Want 

For 1988, Cadafe rep o rted'a 
net loss of 37 An on an energy 
sales of 3191m. Beset by com- 
plaints of excessive charges to 
subscribers, improper applica- 
tion of rates, and negligence in 
reading metres, Cadafe has 
hired three well-known - 
accounting firms to audit their 
trifling and collection services. 

Mr Castillo, an engineer with 
extensive experience hi public 
and private sector manage- 
ment posts, has based the 
restructuring plan on the 
model of the state-owned oil 
company PDVSA, where a par- 
ent company oversees the 
activities of several operating 
su bsidiaries. 

Short-term plans include a 
joint-venture company with a 
foreign partner to oversee the 
maintenance and refurbish- 
ment ofpower transfo rmers 
and distribution systems. 

ffrflafe win he pr ofitable mid 
self-financing by April 1991, 
according to Mr Castillo. Over 
the medium term, Mr Castillo • 
sees privatising certain sectors 
of high-tension transmission 
and establishing SOOmw com- 
bined cycle iTHttaihrinwi, rim 
privately but incorporated into 
existing infrastructure. 

The BOT (buy, operate and 
transfer) model when foreign 
investors set up, operate and 
later transfer companies to 
Venezuelan ownership, holds 
particular appeal, he said. 

Asea Brown Boveri, General 
Electric (US), Westinghonse, 
Siemens and Japanese compa- 
nies headed by Mitsubishi are 
suppliers to the electric power 
industry. Whether the stsrtting 
turnaround of this large com- 
pany can be achieved will be a 


orators to gas-fuelled good indicator of how seriously 
its, and eventually will tile country's year-old govern-. 

: up with the national grid. ‘ merit works at putting the 

This will free petroleum for economy on a healthy footing, 
export and utilise largely The transformation of 
untapped, extensive gas Cadafe should provide ample 
reserve as well as gas now opportunities to show that the 
burned off. Second and third Government can replace rheto- 
steges of the Uribante Caparo de with action, and permit an 
hydroelectric complex high in important dose at privatisation 
the Andes are likeily to be and foreign investment 
abandoned or delayed several 
years as the project is very 
costly for its megawatt yield. 



PROFILE: head of the country’s largest private steel producer 


Forging a new work ethic 


#!***.• .* 

ttenrlque Machado Zufoaga: head of Sheas* 


WHEN communists attacked 
the nation's industrial- 

ists and branded them as ene- 
mies of the masses, the 
Machado Zuloaga name was 
frequently invoked. 

The Mm»haHn family ramyi to 

Venezuela from Portugal 
around 1790 and the Zoloagaa 
arrived from the Basque region 
of Spain in 1830. Both groups 
built small industrial concerns 
Into prosperous businesses 
which formed the base for the 
family's fortune. But for Mr 
Henrique Machado Zuloaga, 
wealth and social stature hold 
for leas importance than the 
need to work as hard, or 
harder, than an yon e else, and 
to help Venezuela’s social and 
economic development. 

Mr Machado, fcwri and 
an active polo player at 59, was 
trained as a civil engineer at 
Venezuela's Central University 
and went on for advanced 
studies in other areas at the 
University of Paris and the 
London School of Economics. 
In 1962, Mr Machado joined 
Sivensa SJL, the country's 


largest private sector steelma- 
ker, where be has spent most 

of his professional life. 

He is chief executive of Siv- 
ensa and its subsidiary compa- 
nies, a board member at a 
large paper producer, director 
of a variety of business and 
community groups and one of 
Venezuela’s leading propo- 
nents of responsible capital- 
ism. 

The fact that Mr Machado is 
head cf Sivensa has had much 
less to do with bis family’s 
shares in the company than 
with his ability as an execu- 
tive. Sivensa is actively traded 
on the Caracas stock exchange 
and regularly provides its 3400 
shareholders with cash and 
stock dividends. 

Mr Machado runs a complex, 
capital intensive business in a 
country where changes in eco- 
nomic conditions and govern- 
ment rules are extremely diffi- 
cult to project 

Sivensa consistently has 
been a profitable company. 
During its last fiscal year, it 
weathered the start of a reces- 


sion and absorbed substantial 
foreign exchange losses caused 
by a currency devaluation and 
an abrupt change in govern- 
ment rules covering foreign 
debts of private com pani es. 

For the year ending Septem- 
ber 30, 1989, the group recorded 
a net profit of 321-8m on 
income cf 3348m and its local 
currency profits were 35 per 
coot hig her than in the previ- 
ous fiscal year. 

Exports last year were 
3107m, and are projected at 
over 3180m for 1990. Mr 
Marfmifo has led the Sivensa 
group’s diversification from 
basic steel lines into a wide 
range of products for construc- 
tion, the automotive Industry 
and other sectors. He managed 
large investments in new 
plants to serve the petroleum 
industry, new capacity for spe- 
cial steels and a facility for 
making iron ore briquettes. 

Sivensa has set up successful 
joint ventures with interna- 
tional companies, such as TRW 
and Dana, and has developed 
export capacity in specialised 


products that will be more 
important to the company’s 

p e r formniy 1 *! 

Sivensa has worked hard to 
improve quality and productiv- 
ity. Mr Machado pointed out 
that the company's diversified 
product lines allow it to react 
quickly to changes in fiwnpaiif! 
and overseas demand, and 
maifp it u^g dependent on tiw 
performance of one or two sec- 
tors. such as construction and 
autos. 

He noted that Sivensa enjoys 
competitive advantages due to 
low-cost electric energy and 
natural gas, local deposits of 
high-grade iron ore, the use of 
advanced technology, an expe- 
rienced workforce, and a good 
geographical location for 
reaching markets in the US 
and Europe. 

He is modest about his own 
contributions to making Siv- 
ensa a strong and flexible 
industrial group, and prefers to 
give much of the credit to bis 
executive team. 

Joe Mann 


Stephen Fldler on the uneasy relations between Venezuela and its foreign commercial creditors 

Tough talking Perez angers the bankers 


RELATIONS between 
Venezuela and its commercial 
bank lenders bare long been 
poor. At the root of it is the 

amniw mwwiuarial 

rs that Venezuela’s 
debt predicament was an 
avoidable problem largely the 
result of poor economic man- 
successive gov e rn- 


held abroad by Venezuelans Is 
taken into account, many esti- 
mates suggest the co unt ry is a 
net creditor. 

From the point of view of the 
government of President Car- 
los Andres JPerez, who has just 
presided over a year of stoop 
economic contraction in the 
economy, bank lenders should 
be seen as sharing some of the 
sacrifices to puU the Mnwnny 
through its difficulties. The 
political reasons to insist on 
such sacrifices from banks 
were, if anything, intensified 
by the food riots erf February 
tost year. Caracas wonts banks 
to write off some of their loans. 
The country, which up until 


late 1988 bad been cate of the 
few in the region repaying 


by the autumn 
than 31 bn in 


fttilen more than 3lbn in 
arrears to banks. Those arrears 
were cleared up after leading 
banks agreed an interim loan 
of 3600m In September. But the 


comprehensive debt restructms 


having made , an interest pay- 
ment since September, a point 
which has hot kindly disposed 
at least some bankers to 
Caracas. 

Others are hoping issues 
such as the co n troversial pur- 
chase anwnrnwni tn November 
by Petroleos de Venezuda, the 
state hydrocarbons concern, of 
the 50 per cent it did not 
already own of the US com- 
pany Citgo Petroleum, will be 
forgo t ten for long enough to 
allow a restructuring deal to be 
struck. That purchase cost 
3675m. 

Relations between commer- 
cial banks and the Interna' 
tional Monetary Fund have 


also come under strain because 
the Fund agreed to lend to 
Venezuela last year even as the 
country was bufldiag arrear s 
with commercial 
bankers believe there has been 
tacit encouragement of the 
arrears by the Fund. 

Money from the IMF, which 
has agreed to lend Venezuela 
$4.6bn in an extended fund 
facility (EFF) over three years, 
and the World Bank, which 
also agreed to make $75Gm in 
loans, is expected to finance 
debt or debt service reduction 
in the restructuring. The use cf 
official fimds In tins way was 
first envisaged under the new 
debt initiative launched last 
March by the US Treasury Sec- 
retary, Mr Nicholas Brady. 

Mexico is dore to completion 
of a Brady-type agreement, and 
so is the Philippines, while 
Costa Rica has also negotiated 
such an accord with its leading 
commercial banks. All three 
have been different 

Venezuela could well be next 
in line arid its accord looks as 


if it will be as different again. 
It c ould set aside 3L2bn from 
the EFF, as well as a further 
3700m from the fund. Some 
3200m of the World Bank loans 
could also be set aside as wen 
as a farther pool from the 
World Bank. 

The banks, which do not 
want the deal to involve the 
coercion on banks that some 
saw at work in the Mexican 
package, have suggested the 
debt restructuring include 
three options: new loans, a 
buy-back of debt for cash, and 
the exchange of debt for colla- 
teralised bonds carr yin g some 
guarantees, so-called defea- 
sance. They are keen for 
debt-equity conversion pro- 
grammes to continue. 

At the time of writing, the 
banks, which are led by Chase 
Manhattan, await a reply from 
the Venezuelan government, 
which has over the past year 
become somewhat less asser- 
tive about the extent of debt 
forgiveness it wants to wring 
out of the banks. However, 


some banks have objected to 
earlier Venezuelan proposals 
that it pledge same of its oil 
and gold receivables on bonds 
in a defeasance notion. They 
think Hurt would inhibit Hw» 
country's repayment ability an 
the rest of its debt 

According to figures from 
the World Bank, at tin end of 
1968 commercial banks were 
owed about $26-6bn of the 
country's 334.71m outstanding 
debt Long-term debt likely to 
be covered by any agreement 
with banks amounted to 
$2L7bn. 

The Venezuelans are seek- 
ing, with the support of the 
IMF, about film a year from 
the commercial bank agree- 
ment, a figure which bankers 
believe could come down sig- 
nificantly at least to 3600m- 
3700m, particularly in view of 
the rise in the price of the 
country's main export, oiL This 
has helped build liquid foreign 
exchange reserves to about 
$3bn, from about 3250m at end- 
1968, it is believed, not count- 


ing a farther $4.2bn of gold 
reserves. 

On top of this, the Inter- 
American Development Bank, 
with its newly-enlarged capital 
base, has said it will lend Vene- 
zuela ?2.5bn over four years to 
support the government’s eco- 
nomic reform programme. 

Mr Andres Perez has sur- 
prised those familiar with his 
free-spending 1970s administra- 
tion with his steady pursuit of 
economic orthodoxy. But he 
has coupled that with tough 
rhetoric on foreign debt. 

Apart from the bankers’ 
emotional tttefflm to conceding 
debt forgiveness, there are gen- 
eral concerns about whether 
Venezuela is an appropriate 
candidate for debt reduction. 
Venezuela has been closer to 
“voluntary" borrowings in the 
international market than 
most of its neighbours and a 
Brady accord would, in the 
opinion of some, delay a return 
to normal relations with its 
external creditors and inves- 
tors. 




PDVSA 


Aim Charters 


PETROLEOS DE VENEZUELA, SJL 

and its affiliate companies 

RESERVES AND RESOURCES 

Proved oil reserves: 58.5 billion barrels 

Proved natural gas reserves: 102 trillion cubic feet 

Resources in the Orinoco Belt: 1 2 . trillion barrels of heavy oil and bitumen 

Coal resources in western Venezuela: 6.053 billion metric tons 

Potential production capacity for crude oil: 2.6 million barrels/day 

DOWNSTREAM JOINT VENTURES 

As part of its global marketing strategy Petrbleos de Venezuela, S.A. (PDVSA) has developed 
an international. downstream investment program initiated in 1983. In its quest to enhance its 
degree of vertical Integration, the Venezuelan oil industry has entered into several joint 
ventures with well-established companies in the United States and Europe, which have 
appropriate downstream operations and provide secure market outlets for products derived 
from Venezuelan crudes. Moreover, through these joint ventures a reliable and secure supply 
of energy is assured to final consumers in these countries backed by Venezuela’s huge 
crude reserves. 

In the United States, the industry owns total equity In CITGO Petroleum Corporation and in 
Champlin Refining and Chemicals Inc. In 1989, The Uno-Ven Company, a joint venture with 
Unocal Corporation, was established. This company operates a refinery in Lemont, Illinois, 
and distributes and markets petroleum* products in the midwestem region of the U.S.A. 

In Europe, the Venezuelan oil industry has a 50 per cent participation in Ruhr Oel GmbH, a 
joint venture with VEBA OEL AG of West Germany. It also holds 50 per cent of the equity in 
the Swedish company AB Nyn&s Petroleum, a joint venture with Finland’s Neste Oy which 
recently acquired the shares formerly held by the Axel Johnson Group of Sweden and the 
Swedish Investment Bank. 

PETROCHEMICAL EXPANSION PLAN 

As part of a continues effort for diversification, the industry has launched an expansion plan 
for its petrochemical facilities in Venezuela. The plan, developed by Pequiven, PDVSA's 
affiliate in charge of the petrochemical industry holdings, calls for a four billion dollar 
investment within the next five years. The projects not only seek to maximize the utilization of 
present production capacity, but also to expand existing capacity to meet the needs of both 
the Venezuelan and international markets. 

New plants for products not yet manufactured in Venezuela are already under construction, 
making increased use of Venezuela’s gigantic reserves of natural gas. It is estimated that, 
after completion of the expansion program, Pequiven’s present production capacity of 3.1 
million metric tons per year will reach 9.1 million tons by 1994. 

The accelerated growth planned in the petrochemical sector will come from joint ventures 
with foreign and national capital. Pequiven has a long-standing experience developing new 
investment opportunities and can count among its partners major companies in the field, 
from the United States, Japan, France, the Netherlands and Spain, sometimes operating 
together with Venezuelan private capital. So far, eleven joint ventures are in operation. Five 
new ones have been established which are now in different phases of engineering and 
construction and four more joint ventures are expected to be set up during the course of this 
year. 
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THE HEAD of La Electriddad 
de Caracas, the country's larg- 
est private utility, ranks as one 
of Venezuela's top problem- 
solvers. 

Mr Francisco Aguerrevere, 
57, is a civil englneer-turnedr 
manager who has taken on 
some of the toughest jobs his 
country has had to offer. For 
example, in 1979 he was 
handed the problem of com- 
pleting a critical stage of con- 
struction work on one of the 
world’s largest hydroelectric 
dams, located in Venezuela’s 
remote south-east Jungles, at a 
time of serious delays and 
labour problems. 

Mr Aguerrevere managed to 
finish this task on schedule. 
Later, he was asked to head La 
Electriddad when the big utlit 
tty was battling with the Gov- 
ernment to obtain rate 
increases that would keep it 
solvent, trying to cope with a 
$726m foreign debt on the heels 
of a large devaluation and 
struggling to supply reliable 
electric power to the slum 
cities that cover the mountains 
and valleys that make up 
Venezuela's capital. 

La Electriddad still faces 
some challenges, its foreign 
debt, for example, has been 
reduced to about $5G0m, but 
still is the largest private sec- 
tor debt in Venezuela. How- 
ever. Mr Aguerrevere, first as 
chief financial officer and later 
president, deserves much of 
the credit for p ulling the com- 
pany OUt Of financial difficul- 
ties, diversifying its business 
line, restoring the co nfiden ce 
of investors and ensuring that 
it continues to provide efficient 
service to Caracas’ population 
of some 4m. 

He played an important role 
in convincing Venezuelan poli- 
ticians that expensive public 
services could not be provided 
if the Government continued 
to keep rates for these services 
at unrealistically low levels. 
Mr Aguerrevere’s achieve- 
ments may not seem all that 
remarkable to an exec u t i ve of 
any large company dealing 
with financial problems, 
strikes and the execution of a 
large project But the problems 
Mr Aguerrevere faced were 
sometimes unique. 

The Guri hydroelectric dam , 
for example, was a large con- 
struction project set In a 
remote site. The army of work- 
ers building the second stage 
of the dam, which required 
teams working around the 
clock, were in open rebellion 
over problems related to food, 
housing and other conditions. 

The National Guard had to 
be called in to quell distur- 
bances, construction fell far 
behind schedule and Edelca, 
the government-owned power 


PROFILE: Private utility boss 


Good results 
in tough areas 



Francisco Aguerravore: has taken on too hardest jobs 


company developing the dam 
stood to lose large sums of 
money if the delays continued. 

Moreover, the Government 
feared it would be labelled as 
incompetent if it could not 
move ahead with this project, 
which counted on some expen- 
sive outside consulting con- 
tracts. 

Although the Government 
supported the Guri project, 
political and business groups 
grossly interfered in decisions 
affecting the dam and endan- 
gered its execution. 

Mr Aguerrevere was named 
president of Edelca in 1979, just 
as this long-running project 
had reached a critical stage of 
construction and as problems 
came to a bofl. He disbanded a 
large international consortium 
charged with carrying out the 
project, set up four new groups 
to handle different construc- 
tion sub-projects and imposed 
a contractual system that pen- 
alised inefficient rampant 

After long bouts of negotia- 
tions, he also managed to solve 
bitter labour and social prob- 
lems, improve supply logistics 
and got the project back on 
schedule without excessive 
costs. 

Not only was the Edelca 
chief dealing with a large num- 


ber of contractors, sub-contrac- 
tors, technical staff, lawyers, 
suppliers, the National Guard, 
union heads and workers, but 
he also bad to sort out differ- 
ences among regional and 
national political figures. Gov- 
ernment bureaucrats and 
union officials from opposing 
political groups. 

Mr Aguerrevere, a quiet and 
affable man who can be tough 
as nails, is viewed as "one of 
Venezuela's most competent 
executives and an efficient 
manager who has obtained 
excellent results under very- 
difficult conditions,” one 
international banker. 

Be studied civil engineering 
at Andres Bello Catholic Uni- 
versity in Caracas, and earned 
a master’s degree in engineer- 
ing from Stanford University 
in the US. 

He worked for the US 
Bureau of Rurfamatinn and fra: 
Venezuela's Public Works Min- 
istry before taking an execu- 
tive post at Avenaa, a Venezue- 
lan airline. He was general 
manager of Venezuela’s inter- 
national airline, Viasa, and 
held e x ec u t i ve posts an a tour- 
ism company and a steel-mak- 
ing wmrwn. 
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THE GOVERNMENT Is laying 
heavy bets an developing new 
production and export capacity 
for primary ainmininm during 
the 1990s in the attempt to 
reduce its long-standing eco- 
nomic dependence on petro- 
leum. 

Venalum and Alcasa, the 
country’s two biggest smelters, 
produced 545,000 metric tonnes 
of primary aluminium in 1989, 
most of which was exported. 
They are aiming for output of 

616,000 tonnes this year. 

The Corporation Venezolana 
de Guayana (CVG), govern- 
ment-owned company that 
oversees development of Vene- 
zuela's heavy industry and 
mining centre in tiie south-east 
Guayana region, expects Ven- 
alum and Alcasa to reach a 
production capacity of 850^00 
tonnes by the end of 1994. 

The CVG is discussing the 
construction of additional alu- 
minium smelters for Venezuela 
in partnership with interna- 
tional companies and Venezue- 
lan investors. Total new capac- . 
ity for projects under study is 
dose to L8m tonnes per year. 

Potential partners include 
Alcoa, Ahxmax, Austria Metall, 
Clarendon, Dooyang, EEE, Ital- 
impianti, Pechlney, Reynolds. 
SwedeaL and Techint, as well 
as other investors from Mexico, 
Venezuela and Yugoslavia. 

Foreign companies are 
already partners in several 
Venezuelan-based aluminium 
ventures where the CVG holds 
a majority of «h»r«»- A group 
of Japanese industrial compa- 
nies are minority shareholders 
in Venalum, the country's larg- 
est smelter. Reynolds Interna- 
tional is a shareholder in 
Alcasa, which makes primary 
alrnntnimn and products. Atu- 
suisse is a partner in Interala- 
rrrina which COn VEf tS Iwidte 
intn alumina. 

In addition, the CVG, inter- 
national partners and Venezue- 
lan investors hold stakes in a 
number of Venezuelan-based 

wwnpanliw that irralrp alumin- 
ium products. CVG subsid- 
iaries also own shares in aht- 
ndnium companies in Belgium, 
Costa Rica and the US. Accord- 
ing to the CVG’s president, Mr 
Leopoldo Sucre FlgareDa, alu- 
minium development plansfiar 
the Guayana region are baaed 
on comparative advantages 

that Iw-twito 

• Abundant hydroelectric 
power and electricity rates 
among the lowest in the world. 

• Nearby deposits of 
high-grade bauxite ore (Bauxt 
ven) and alumina 
(Interahnnina). 

• Liberal rales for foreign 
investors. 

• A co m pe titiv e and low-cost 
labour force. 

• Smelters located in Guay- 


WHY CLUB-ITTO 
SOUTH AMERICA? 

WHEN YOU CAN MAKE U SPECIAL? 


There's only one airline in the world that offers We 
business traveller regular flights between London and 
Venezuela, onward connections all over South America and 
Special Class service. 

And funnily enough it isn’t the world’s favourite airline 
It’s VIASA, Venezuela’s international airline — the discerning business travellers’ 
favourite way to South America 

Every Tuesday and Saturday VIASA’s wide bodied DC-10*s fly direct from Heathrow to 
Caracas tuitb onward connections to Lima, Bogota, Santo Domingo, and Havana There are 
also flights to Quito, Santiago de Chile, Rio de Janeiro and Buenos Aires. 

But this extensive South American network isn’t We only reason ivby more and more 
business travellers are flying with VIASA 

We’ve replaced first class tvith our business or Special’ class The service only 
changing in name and price alone Basically you’ll receive first class travel but 
at a business class price 

Use of a luxury departure lounge atHeatbroui spacious 22-2 seating 



configuration, are just two of We finer 
points that go to make our ' Special * 
class special 

Just imagine if you’re flying down 
to South America and you’re 
curious about the night- 
life or the hotels at your 
destination, who would 
youratherask, a steward 
from Cleethorpes 
or a hostess 
Caracas? 

So next tiT>%JLS£^T%\ 
you’refiyihpz L A SjjJ 
to South 
America, 
dan’tjointbe 
club -be 
’Special’, 






Aluminium may cut economic dependence on oil, says Joe Mann 
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Low output costs lift hopes 
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Venezuela Is h i vesfln g heavily , on alu min i u m with plans lo be a leading world producer by to* arid 61 flw 


ana have easy access to the 
Atlantic via the Orinoco river, 
• CVG companies possess 
experience In all aspects of the 
aluminium business. 

CVG planners fed that even 
though world demand for alu- 
minium may gr o w more slowly 
than producers wish, Vene- 
zuela's extremely low produc- 
tion costs will always give the 
country an edge. 

Figures provided by 
Anthony Bird Associates, con- 
sultants, indicate that Vene- 
zuela's operating costs for 
producing a ton crf primary alu- 
minium ($903) are far below 
costs for ll other producing 
countries. The other figures 
range from $1,035 per ton 
(France, Panada and Brazil) to 
$L332 per tom (Italy). 

In new smelting ven tu res, 
the CVG is seeking partners 
who offer capital, advanced 
aluminium technology and 
access to international mar- 
kets. In contrast to its partidr 
potion in earlier projects, the 


com p any wants to take, only a 

■mfiwirify Btpity pwlHfln in any 
new smelters. 

officials have discusse d some 
aluminium joint ventures with 
potential partners but final 
agreements on projects have 
yet to be announced. Mr Sucre, 
who is also State Min i s ter for 
Development of the Guayana 
Region, suggested that some 
potential investors probably 
were concerned about press 
aUe gatinwR that corr upt prac- 
tices occurred in CVG compa- 
nies under the previous gov- 
ernment. • 

The minister, who called the 
news stories part of a cam- 
paign to discredit the CVG 
industrial group, «dd that the 
police and courts investigated 
the allegations, and no 
firm evidence of wrong-doing 
has yet appeared. Business 
sources in Caracas said that 
delays have occurred - since 
investors decided to see what 
the new Government, which 
started a five-year term in Feb- 


ruary of 1989, would do in 
terms of economic policies, for- 
eign Investment rales and 
approval of debt-equity swaps 
to cover part of the large 
investments required for new 
smelters. 

Swap auctions began late- 
last year at the central, bank' 
but did not cover proposed 
Investments in aluminium, 
which in the case at a large ■ 
smelter can reach over $50Qm. 
Some industry observers are 
concerned that profits at Vene- 
zuela’s CTiatiny smelters are 
.too heavily dependent an gov- 
ernment export incentives. 

Venalum and Alcasa have 
regularly shown net pro fits in 
recent years, but they will 
have to make operations more 
efficient since export incen- 
tives are being phased out. The 
CVG minister said that he 
expected the government to act 
soon on applications for swaps 
involving investments in alu- 
minium, petrochemicals and 
other rectors. 


-- - -Venezuela's aluminium 
plans have moved forward over 
tiae last few months. The CVG 
minister signed a letter of 
intent in South Korea covering 
the constru ction of a 200,000 
tonnes per year aluminium 
smelter and .anode plant in 
Venezuela. Majority partners 
in the project will be the Dooy- 
ang Group of South Korea and 
the HE Group of Japan. CVG 
wffl hold a mlnttity.positioiL 
Japan's Export-Import Bank 
baa agreed a $lS0m loan to 
help finance Interalumina’s 
expulsion programme, which 
win raise alnmina production 
capacity from lm tonnes per 
year to 2m tonnes. 

.An aluminium aDoyplant, 
AHoyven SJL, was recently 
inaugurated in Venezuela. The 
facility, whose partners are 
Kawecki Bdhton (Shell group>, - 
Venezuelan Investors (ANF) 
and the CVG, will be able to 
produce 15,000 tonnea per year 
of- aluminium alloys to be used - 
in automotive components. 




A HOME 
AWAY FROM 
HOWE 


Since yon plan to luicat Car any from home. 
Since you ptan to fewest hi Venaneta. plan 
together wBta Banco nercnUttee 
Veoemeba bank that can help yen develop 
yourlnRstaientia Venenxtafiaib&il] . 
potential. 

5peda&*d sendees tadude 

• tataratkraal Trade Services 

• OMpotateBanAtog 

• Merchant Banking 

• As well as the fan range of traditional 
banking services. 
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